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US maintains Continental 
distance from to expand 
UK decision share in UK 
on sanctions tyre market 


The US dissociated itself from 
a British claim that Presid ent 

George Bush supports the UK’s 

intention to easesancttoas . 
against South Africa, a deci- 
sion the British cabinet is 
expected to appro v e today. 

A senior Administration offi- 
cial stressed that the White . 
House did not endorse the Brit- 
ish h utwnHnr^ in the 
tazy ban on investment in 

Smith Afrim, flrnii^h tho differ . 

ence is over tie immediate 
public response and not the 
intention behind iL Page 22 

$1.7bn aid proposal 

The EC should, devoteup to 
Ecu2 J85bn (S2A ba)o# gffta 
own budget to eastern Europe 
over the next three years, dm 
European Commiaion pro- 
posed. Page 22 

EC-US defence links 

The EC should assume some 

wcpn nrihiHty fo r ifcfavw an^ 

sign a treaty with theUS to 

wwimt t wiisaHaiitfe Hnlm, 

Lord Carrington, tire former 
NatO a wfaiT y yMW^ mH , 

Securitato ‘arrested’ 

Romania’ s w« imnt« . 

ter tried to reassure * sceptical 

population that the '‘‘vast 
majority" of Securitate officers 
had been arrested and that 
all telephone tapping had ... 
ended. Page 2 . 

Australian package 

Paul Keating, th<» Anstrafian 
Federal Treasurer, unveiled 
a vote-seeking package of .wage 
increases, tax cats and other 
econoinlc.ineasures as the. 
chief plank in die Labor Gov- 
emrnent’ s platform for reeteo- 
don. Page 4 

Swiss call for fine 

The prosecutor in the trial of .. 
Elisabeth Kopp, former Swiss 
Justice Minister charged with 
violating the official secrets - 
act, asked the court to impose 
a SFr8,000 ($5,400) itoe butno 
jaflseHtencc.Page$2 . 
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Moscow’s aty prosecutor & .. _ - 
to launch proceed&igs against. 

the Mlieu i e ymriim nathmul. 

ist group Pamyat for inciting 
racial hatred. Page 2 •• 

UK-Hanoi faHurc 

Britain failed to persuade Viet- 
nam to agree to mare mantfa- 
! tory repatriation of boat people 

j from Hong Kong. Page 4 

f . - 

SA hit squad known 

'■ A South African newspaper 
j alleged that a secret army unit 

suspected of involvement in . 


ultimately answerable to Gen- 
eral Magnus Malan, the - 
Defence Minister. Page 4. " 

French nudaar offw 

President Francois Mitterrand 
satt France was ready topro- 
vide Pakistan with a nuclear 
power plant and settle a dis- 
pute over a previous nuclear 
deal Page 4 

Rainbow poace bid 

Rainbow Warrior H is to visit 
Tahiti in May at the same time 
as President Francois Mitter- 
rand as a gesttire of reconcilia- 
tion by Greenpeace towards 
France, whose agents sank 
the ori ginal antinuclear ship. 

Loo sues Journals 

Singapore Prime Minister Lee - 
wimn Yew filed libel suits 
against Hong Song based pub- 
lications the Asian Wall Street 
Journal and the Far Eastern 
Economic Review. 

Dutch block border 

Angry Dutch fanners hlock> 
aded bordor crossings into Ger- 
many and b rought traffic, to 
a standstill in Rotterdam as 
they stepped up demonstra- 
tions for higher grain pices. 

UN CambocBa rdc 

Rival Cambodian leaders Hnn 
Sen and Prince Norodom - . 
Sihanouk signed a new agree- 
ment stressing tbeneedfbr 
a UN role in brinar 
to their country. Page 4 
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Co nti ne nta l, West German tyre 
company, has agreed to pay 
MiffiipHn 1 the Fieodi tyre 
group, DM400m ($243m)for . 
National Tyre Service m tire 
. UK in an attempt to lift its low 
penetration of the UK market. 

Continental. wwvwiii . 

largest tyre producer after 
Michelzn, said its average 

Share of European markets 

outside-Germany was about 

17 per cent But its share in 
Britain is minimal Page 23 
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Mfttgif rft fiwH priwM fwi tlifl 

London Metal Exchange were 
pushed to 4-month highs 
among cononi'i'i - . 

abom supplies fallowing a ■ 
series of production setbacks. 
Page 42. South Africa’s stock 
market was bolstered by news 

♦hat BrHain hail tn . 

relax sanctions combined with 
a firmer gold price. Sanctions 
story. Page 22; Business impli- 
cations. Pace 8: Sanctions. 
Page 30; Markets, Backpage, 
Section IL 

NBC TdavMan and Rupert 
Murdoch’s NewsUorpccatiaii 
and two other major communi- 
_ cations companies jwiTw i niM^ 
plan to Invest $lbn for the 1993 

teindi nf Sty Hahlp, ftp flnrf 

rhighrerarer Direct Broadcast 
Satellite service to span the 
.UKPj |psr».y " . ..... 


est crameHns manufacturer, 
is to seBite remaining stock . 
to AvunJapan for 2338mln - . 
cash and 31Um to royalties. 
Page 23 

ROYALP u t cfa /S h dl, Angto- 
Dutcfa oil group, retWr ted a 
sharp jump to profits, conflrm- 
tog the toend of firm cR prices 
boosting the ail majore* . 
results. Page 23; Lex, Page 22. 

EUROPEAN industry ministers 
will today discuss whether to 
include a strong Buy -Europe 
.clause to a directive designed 
to open up the public procure- 
ment market Page 8 

CEP Communication, French 
publishing group, forecasted 
profits of at least FFx320m 
($56J2m) for 1989, up 30 per cent 
from the previous year. 

Page 24 

EASTERN European countries 
should not delay the introduc- 
tion of i^orms of their .finan- 
ce sectors reported a study 
by US-based Institute of Inter- 
.national Finance. Page 80 

WHBUJKJOL, US domestic 
appliances wa wn far h iiw , said 
its European joint venture 
with Philips, Dutch electrical 
group, contrib u ted to a 16 per 
cent increase in net earnings 

in 1989. Page 26 

CHEVRON, fourth biggest US 
oil company, is to a reorganise 
its US domestic oil and gas 
exploration and production 


NIPPON Lite Insurance has 
become the third Japanese - 
insurance company to acquire 
a 1 per cent state to the Hong- 
kong and Shanghai Banking 
Corporation. Page 28 .. 

KUWAITI OH Minister, Sheikh' 
AH CTiaHfa al- gahah, defended 
Kuwait’s pohcycf ignoring '• 
the quota system agreed by 
-ppec. Page 34 

COURTAULDS, international 
textile and chemicals group, 
revealed details of the pro- 


Havel urges Congress to 
support Soviet reforms 


ByLIonel Barber in Washington 


PRESIDENT Vaclav Havel of 
Czechoslovakia captured the 
hearts, if not the minds, of the 
US Congress yesterday with an 
appeal to help the Soviet Union 
on its road to democracy. 

. Mr Havel, the playwright 
who became the reluctant Pres- 
ident of Czechoslovakia, said 
Soviet reform was in the inters 
ests not only of Czechoslovakia 
but of the whole worid. il was, 
he said, a world which one day 
might dispense with rival mili- 
tary blocs and allow the US to 
bring its troops back from 
Europe. . 

Throughout his speech, 
delivered in Czech through an 
English translator, Mr Havel 
employed an improbable mix of 
politics, history and moral phi- 
losophy to argue his case that 
reform in Europe was “irre- 
versible" and that the US 
should support the process. 

' “To- put it metaphorically: 
the millions you give to the 
east today will soon return to 
you in the form of b&ttons in 
savings," he 


His appeal for US aid to the 
Soviet Union may have 
charmed Congressmen, but is 
unlikely to convince them to 
put forward large-scale finan- 
cial assistance to Moscow. So 
far, US aid has been confined 
to reform in g countries in east- 
ern Europe such as Hungary 
and Poland. 

Mr Havel began his speech 
by reminding everyone that he 
was arrested last October, and 
vet weeks later tiw Czech 
Parliament had elected him 
President: “We are living in 
ex trao rdin ary times." 

He made it -clear that 
Czechoslovakia’s p eace f ul revo- 
lution had been made possible 
by the Soviet Union's own 
drive for ref or m . The US could 
holp (hafrilfo wldfl hy hdj iiTi g 

the Soviet Union ou its “irre- 
versible, -hut immensely com- 
plicated road to democracy." 

Mr Havel said he wanted to 
make “considerable cuts" in 
Czechoslovakia’s armed forces 
which were now disproportion- 
ate to its needs. 


On the issue of Soviet troops 
in Czechoslovakia, he said he 
wanted the majority out by 
next June’s elections, but real- 
ised the withdrawal would 
longer than the invasion of 
Warsaw Pact forces in 1968. He 
is due to meet Mr Gorbachev 
in Moscow on Monday for 

talks 

The speech to Congress, the 
first by a 

of state from the emerging east 
European democracies to visit 
the US, evoked memories of 
the address by Mr Lech Wal- 
esa, the Solidarity leader, who 
enjoys gfrnflgr moral authority 
in Poland. 

This week. President Bush 
welcomed Mr Havel to the 
White House and pledged 
closer US trade ties. Mr Havel 
has made it dear, however, 
that' he does not want direct 
economic aid, but intellectual 
capital- a commodity which, as 
he showed yesterday, be has in 
abundance. 

Other east E ur ope news. 

Page 2 



Vaclav Havel, flanked by Dan Quayle, vice president (left) and 
House speaker Thomas Foley, gives a victory salute before 
addressing a joint meeting of Congress in Washington yesterday 


MODEST RETREAT BY US AND EUROPEAN EQUITIES DESPITE TOKYO’S BIGGEST FALL SINCE 1987 


World markets hold 
on to their nerves 

By Simon HoBmion in London and MIchJyo NakamoCo in Tokyo 


EQUITY MARKETS in Europe 
arxj North America HeM thair 
nerve yesterday in the &ce of a 
substantial fall in prirw on the 
Tokyo Stock Exchange. 

Declines in prices in London, 
on continental European 
bourses and on Wan Street 
were modest compared with 
the 1,116,91 fan in the Nikkei 
stock average. 

In London, the FT-SE 100 
Share Tmiw fen 17.3 to.dose at 
2459.7 in light turnover. In 
West Germany; the German 
Stock Index (DAX) fall 18162 to 
end at 1807.19. 

' On WaS Street which ini- 
tiafiy fell sharply. the Dow 
Industrial Average was 


NMef average fOOO) 
40 



down just &31 at i£9&54 by 
early afternoon. The market, 
however, remained unsettled 
not only by Tokyo’s large fan 
but by US consumer price fig- 
ures for January which indi- 
cated that inflation pressures 
have yet to abate. 

Tho 3 per rant fen in dare 
prices in Tokyo yesterday left 
the Nikkei 10 per cent below 
Its record of 38^A87 set at the 
end of last year. It was the 
largest decline the Tokyo mar- 
ket has seen since October 


1967. ’ “ • 

A poor showing by Wall 
Street an Tuesday and concern 
about an imminent jnr w mf in 
tiie Bank of Japan's offic i a l dis- 
count rate left Japanese invest- 
ment institutions with little 
reason to buy equities. 

World financial markets 
have been unsettled since the 
beginning of the year by the 
threat of higher interest rates 
in response to a deteriorating 
outlook for inflation and uncer- 


UK interest rates to remain at 
present levels, warns Major 


By Rachel Johnson and Philip Stephens In London 


MR JOHN MAJOR, Britain's 
Chancellor of the Exchequer, 
will today foreshadow his first 
Budget next month with a 
warning to colleagues that 
Inflation has proved more stub- 
born than expected and that 
interest, rates will remain at 
present levels for the foresee- 
able future. 

A further rise in UK mort- 
gage rates announced yester- 
day by ffly of tire main clear- 
ing ranks - by 0.9 percentage 
points to 15.7 per cent - and 
by several building societies, 
provided a sombre backdrop to 
the traditional pre-Budget pre- 
view of the economic outlook 
by the foil Cabinet. 

Mr Major, however, received 
more welcome news from the 
foreign exchange markets 
whore sterling rose to its high- 
est level since the r e signa t i on 
of Mr NIgei Lawson as Chan- 
cellor in October. 

Colleagues expect him to 
warn today that the recent 
rises inmortgage rates and the 
inmact on orices of tire noil 
tax, and higher water and elec- 
tricity charg es may force him 
to raise his inflation forcecast 
for this year. 

The Treasury predicted last 


Weighted index (Ave.1985 - 100) 
83 



antmnn that the annual rate of 
price rises would fall to 5% per 
cent by the last quarter of tins 
year but the expectation is that 
it may remain above 6 per 
cent 

Mr Major will not outiiiie in 
any detail -his Budget strategy 
but colleagues have already 
ruled out any p rospect of tax 
wits Mr VwmBth Baker, the 
party chairman , ran he expec- 
ted to warn, however, that tax 
increases would dent farther 
the already battered morale of 


Tory MFs. 

On foreign exchange mar- 
kets yesterday, sterling contin- 
ued to appreciate steadily, 
strengthening the downward 
pressure on inflation provided 
by high interest rates. 

The pound fell precipitously 
'from 901 on its trade- weighted 
index late in October following 
Mr Lawson’s resignation, and 
at one paint late in December 
touched 85A 

Since the start of the year, 
sterling has been appreciating 
steadily and closed yesterday 
at 90 2. The pound finished the 
day at DM2.855, against 
DM2AS25 on Tuesday. 

The authorities’ satisfaction 
with sterling's performance, 
however, appeared to be mod- 
erated by Oty of London econ- 
omists’ explanation for the 
pound’s rise. 

The Bank of England said 
sterling had profited from its 
“safe -haven* label amid the 
turmoil about currency u n i fl e a- 
tion in the Germanys. The 
liquidity of the UK government 
yind market, Hwd t in addition, 
at tr a ct e d investment in ster- 
ling and away from competi- 

COBithnmd an Page 22 
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UthuanlBm communists see 

satvaflon fai na tio nal ism 

Communism In Lithu- 

ania has made com- 
mon cause with 
nationalism to ensure' 
its political future. 
Party leader Alglrdas 
Brazauakas (left) told 
Moscow: “Only an 
Independent party can 

enjoy people's trust-" 

2 ' 
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Maw York 

SI .714 


$1,715 (1.704) 
DM2555 (2.8S25) 
FFr9.685 (9.6825) 
SFf25Z75 (same) 
Y24&25 (247.75) 

£ Index 902 (90.0) 


Haw Yoric Comax Apr 
S4ZL9 

LafidQK 

$4200 (419.75) . 

N Sift OIL (Argus) 
Brent 15-day Apr 
$10475(10625} 


Chief price changes 

yest erda y Page 23 


Torts 
DM1.6693 
FFr5.664 
SFrl.477 
Y14525 

DM1.665 (1.6 746) 
FFr5.6525 (5.6876) 
SFrl.4745 (1.484) 
Y145A (145AS) 
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Tokyo dose: Y145.15 
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Fed Funds 8^% 

S-oo Traaeory BIBs: 

yield: 7.984% 

Long Bond: 

98* 

yield: 8.655% 


FT-SE 100: 
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FT Or dinar y; 

1.7835 (-157) 

FT-A AEFStore: 
1.12778 (-0-8%) 
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DJ Ind. Av. 

2.5B0A3 (-1672) 

S&P Comp 
326.70 (-1.28) 

Tokyo: Nikkei 
35,73433 (-1.161.19) 
LONDON SONET 
3-aonfli In l e i toe nk: 
closing 15^ % (same) 
UBs tang gSt tubes: 
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US prices rise is 
highest in years 

By Anthony Harris in Washington 


tainty generated by develop- 
ments tn eastern Europe. 

The strain has been felt 
mostly in government bond 
markets where prices have 
fallen and long-term interest 
rates risen. 

Analysts Mid this led to 
the traditional relationship 
between bond and equity 
yields becoming stretched in 
' some markets, particularly 
those in Japan and West Ger- ' 
man The only way for normal- 
ity to be restored was for 
equity prices to tell thereby 
leading to a rise in equity 
yields or for bond prices to 
riser they said.. - 
. Both occurred yesterday. 
Raffles in the West German. 
Japanese and UK government 
bond m arket s accompanied 
falls in equity prices. 

- ■ interest rates in Japan and 
West Germany are expected to 
rise. In the UK and the US no 
rise in official interest rates is 
expected but, in the UK espe- 
cially, a poor outlook for infla- 
tion is expected to keep bond 
prices under pressure. 

Lex, Page 22; International 
Bonds, Pages 29-30; World 
Stock Markets, Page 48 


US CONSUMER prices rose 1 J. 
per flit in January, th<> frrst 
rise of Axis level since June 
1982. 

While more than half the 
rise was explained by the 
December ctdd spell, and hail 
already been signalled in the 
producer price index for the 
month, other prices rose more 
strongly than expected. 

The US bonds market 
shrugged off the news having 
already braced for continued 
tight money after the appear- 
ance of Mr Alan Greenspan, 
chairman of the Federal 
Reserve, before Congress on 
Tuesday. 

Mr Greenspan lad warned of 
had January figures, but made 
it dear that he expected it to 
be reversed in coming months. 

Equities were weak, how- 
ever, in response to the heavy 
overnight foil in Tokyo. 

The January price rise 
brought the Increase in con- 
sumer prices for the last 12 
months to 52 per cent This is 
also the annualised rate of 
inflation for all items other 
than food and energy over the 
last three months. 

The main effects of the lat- 
terly cold December weather 


were seen in the record 27.5 per 
cent rise in the price of fuel ail, 
and a 12.4 per cent rise - also 
a one-month record - for fresh 
fruit and vegetables. 

However, both the oil and 
grocery trades appear to have 
taken the opportunity to 
rebuild ti g h tened margins by 
raising prices where there can 
have been no strong impact 
from thp weather: rnntnr gaso- 
line (up 6 per cent), cereals and 
baked goods (up 3.6 per emit). 

There were also further 
strong risas in the prices of 
books and tobacco, where prof- 
its are under heavy pressure. 

AH these industries head the 
list for yearon-year as well as 
month-on-month prices 
increases, and recent trends 
and weather patterns suggest 
that fuels and fresh foods will 
remain a problem in the 
medium term. 

Health care costs remain the 
nther main factor tending to 

raise the inflation rate, with a 
rise through the year of &3 per 
cent, bid they are no longer 
the strongest single forces, as 
in recant years. 

Intern ati ninwl Bonds, 

Pages 29-30; World Stock 
Markets, Page 43 


De Mita’s 
resignation 
creates deep 
division in 
ruling party 

By Haig Slmonlan in Milan 

THE RESIGNATION of Mr 
Ciriaco De Mita as president of 
Italy’s Christian Democratic 
Party has created a potentially 
devastating split in the party 
which has dominated Italian 
politics gfara the end of the 
Second World War. 

The decision by the fonner 
prime minister, announced 
late cal Tuesday at the end of 
the party’s two day confer- 
ence, is the culmination of a 
growin g series of rifts within 

the party. 

It hi g hli ghts growing dissat- 
isfaction within the party’s 
left wing, headed by Mr De 
Mita, with the course being 
pursued by Mr Giulio 
Andreotti, the Prime Minister, 
nnH Mr A rtinM n FOriani, the 
party secretary. 

According to the left-wing- 
ers, the Christian Democrats 
under Mr Andreotti and Mr 
Forlanl have become too 
closely aligned with Mr Bet- 
tino Craxi’s Socialist Party in 
the country's current five- 
party coalition Government. 

The left-wingers have 
already express eed their dis- 
quiet by going into “opposi- 
tion," quitting all leadership 
posts within the party. 

Mr De Mita justified his 

ibddiHI Qn tin* gm iind* tha t 

the left wing needed to “distin- 
guish itself” within the party, 
not least because of the cur- 
rent leadership’s insufficient 
appreciation of the need for 
unity. 

Mr De Bfite, lost his position 
as party leader to Mr Foriani a 
year ago, while prime minis- 
ter. He failed to form a new 
coalition when his g over nm ent 
collapsed In May. 

A combative Mr Forlanl, 
speaking yesterday afternoon, 
ruled out the possibility of 
freezing the vacated positions. 

He said: "If these resigna- 
tions are carried out during 
coming meetings, it will be 
necessary to accept our 
responsibilities and confront 
the situation, finding replace- 
ments for the posts which 
have become vacant” 

The left-wing fa ctions asso- 
ciated with Mr De Mita are 
thought to account for about a 
third of the party's ruling 
g rou p . With local elections due 
an May B, the latest split could 
badly damage Christian Demo- 
crat chances. 

Moreover, it could lead to 
further, and potentially deci- 
sive, frictions in the already 
fraying Government, opening 
the prospect of a general elec- 
tion as early as June, rather 
than the spring of next year. 
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Lithuania Communists see salvation in nationalism 

But the power struggle will not end with next Saturday’s polls, writes John Lloyd 


T HE Communist Party of 
Lithuania, which has 
styled Itself independent 
of the Soviet Party, the CP5U, 
may he its advance scout The 
politics of this, the most 
radical of the Baltic republics, 
shows communism making 
common cause with resurgent 
nationalism to try to ensure its 
future as a political force. 

Comm unis m has thus wholly 
reversed its traditional position 
of hostility to "bourgeois 
nationalism" - a crime for 
which many Lithuanians died 
soon after the war. 

Politics are indeed curious in 
the most north-westerly of the 
Soviet Union’s 15 republics. 
The Communist Party split 
after a congress last December, 
in which it declared its 
independence from Moscow, 
into an independent-minded 
majority and a pro-CPSU 
minority, the establishment of 
parties has been legalised by 
the Communist-dominated 
supreme soviet and they are 
now forming; and Sajudis, the 
two-year-old independence 
mass movement, stands behind 
all, forcing the pace of 
Independence. 

All political forces except the 
pro-CPSU Communists want 
some version of national 
independence. The coming 
elections, on February 24, will 
therefore be dominated by a 
fundamental question: can a 



Soviet elections 


Communist Party so escape its 
past as to transform itself into 
a standard-bearer of bourgeois 
nationalism, and indeed 
capitalism? If it does, it win 
inevitably suggest a route for 
the embattled CPSU, and its 
republican affiliates. 

When Mr Mikhail 
Gorbachev, the Soviet party 
leader and President, visited 
Lith uania in mid-January to 
try to make t he rithnanfang 
change their minds, Mr 
Algirdas Brazauskas, the 
Lithuanian party leader, made 
it wholly plain in a speech 
attended by Mr Gorbachev 
what the party strategy was. 
"Only an independent party," 
he said, "can enjoy the trust of 
*h« people of Lithuania, and 
only on this basis would die 


party be able to remain in the 
political arena as a serious 
political force”. 

- The Independent CP Is 
fielding 400 candidates fin- the 
soviet’s 141 seats, perhaps a 
quarter of whom might expect 
the hacking of Sajudis. In 
recent weeks its leading 
members have been spirited, 
even shrill, in their 
determination to * prove 
themselves nationalist 

- claiming an "economic 
blockade” by the Soviet Union, 
even warning at military 
int er v en tion . 

The fledgling parties, 
themselves operating beneath 
the Sajudis umbrella, are of 
course suspicious of this. To an 
extent, this view is based on 
their experiences under 
communism. Tfawwwt after the 
war, their activists and leaders 


shot, imprisoned or shipped off 
which- few 


to Siberia (from 

returned), suppressed ever 
since, they have no reason for 
anything but suspicion. 

Prof Eazlmieras 
Antanavicius, the mild 
economist who leads the Social 
Democrats (originally founded 
in 1896) says: “We were 
underground for 40 years: no 
one dared bring out the 
literature, only a few old men 
who had survived Siberia 
remembered, and they did not 
talk." 

Mr Egidfius tnmnhiiy, totiiw 


of the Christian Democrats, 
almost as ancient, says simply 
that "the party lost its body 
and its head” after the war. 
They are now finding leaders 
again, though their bodies 
remain ghnTnkpn The Social 
Democrats held a congress in 
December, and now claim 24)00 
members; the Christian 
Democrats held one last 
month, and claim 1,500. The 
Democrats have perhaps as 
many, the Greens, with strict 
membership criteria, 150. 

Only the Social Democrats 
win field a substantial number 
of candidates - 24. The others 
have found only, at most, half 
a • dozen each. Prof 
Antanavicius reckons on a 
good return - perhaps 15-20 
seats. But on any count, even 
the combined forces of the 
non-Communlsts will not be 
able to command a majority 
against the Communists. Yet, 
because many of the 
Communists will be Sajudis- 
appro ved, the movement is 
likely to win a majority of the 
seats, even though it will not 
stand its own wamo The 
dilemma in which this leaves 
the non-Communist parti e s is 
dear. WMle being part of the 
Madia movement under the 
Sajudis umbrella with the 
Communists, they wHl see the 
latter win. 

Mr Bpnaa Vaisula, a young 
physicist in the collective 


j padf-r shi p of the Greens who is 
also one of the 36 USSR 
congress deputies from Sajudis 
anri sits on t he Sajudis Council 
(T do not do much physics 
now") says: "The ' election 
campaign has started for the 
Communist Party. It is more 
difficult for us to get articles in 
the newspapers, mare difficult 
to appear on TV.". ' 

Prof Antanavlcms, however, 
has a plan. In the event of a 
Communist victory, he will 
propose, at fixe first meeting of . 
the supreme soviet after 
February 24, that the 
Sajudis- sponsored candidates 
form a united bloc. 


"it win then be necessary far 
the Communists to choose: 
become part of a new force, 
and leave, or stay with, the 
party. It will be the moment of. 
truth." 


The elections in Lithuania, 
therefore, have a particular 
importance. First, independent 
parties wtn stand »n yj pT- their 
own names. Second, the 
struggle for power will not 
cease after the elections. And 
third, if thA Communist Party 
wins, it WHl -be a beacon to the 
beleaguered parties across the 
Soviet Union: save yourselves 
— in a way none of the east 
European parties have been 
able to - by embracing 
everything you strove to stamp 
out for decades. 


Infightin g set to 
grow in Turkish 
ruling party 


By Jim Bodganer 
in Ankara 


FACTIONAL infighting within 
the r ulin g Turkish Motherland 
Party (ANAP) is widely expec- 
ted to intensify following the 
resignation of Mr Mesot Yfl- 
maz, the Foreign Minister. 

Mr All Boxer, Deputy Prime 
Minister and a lawyer with 
considerable European experi- 
ence, was appointed to replace 
him yesterday. 

Mr Yilmaz quit on Tuesday 
night sa yin g conditions no lon- 
ger permitted him to continue. 
It is believed that the catalyst 
for his departure was criticism 
of him within the party, which 
peaked during his absence ear- 
lier this month at the "Open 
Skies” conference in Ottawa. 

He is seen as an increasingly 
popular rival of, and possible 
eventual replacement for, the 
Prime Minister and ANAP 
chairman, Mr Ylldirim Akbu- 
lut. The resignation was Mr 
Yilmaz’s way of distancing 
himself from an unpopular 
Government in preparation for 
a come-back at the 1991 party 
congress, according to Ankara 
diplomats. 

He might even seek a rebel 
alliance with another discon- 
tented aspirant for the pre- 
miership, former education 
minister Mr Hasan Celal Guzel 

Mr Bozer, a lawyer with con- 
siderable European experience, 
was a natural choice to suc- 
ceed Mr Yilmaz. Since 1987, he 
has also been the state minu- 
ter responsible for promoting 
Turkey’s full European Com- 
munity membership applica- 
tion. Mr Akbulut was Presi- 
dent Turgut Ozai's surprise 
and anodyne choice of place- 
man following the presidential 
elections last autumn, disap- 
pointing competing faction 
leaders including Mr Yilmaz as 
the favourite of the party’s lib- 
eral wing. 

• Turkish security farces yes- 
terday killed seven alleged ter- 
rorists, thought to be from the 
Marxist Kurdish Workers 
Party (PKK), in a clash near 
the township of KizQsu, near 
Sirnak. in the south-eastern 
province of Siirt 

The dash started when the 
guerrillas were surprised dur- 
ing a morning search by the 
security forces. 


‘Most’ of Securitate arrested, minister says 


By Judy Dempsey in Bucharest 


ROMANIA’S new Defence 
Minister. Mr Victor Stancn- 
lescu, yesterday moved quickly 
to reassure a sceptical popula- 
tion that the "vast majority" of 
Securitate officers had been 
arrested and that all telephone 
tapping haH e nffarf. 

The statement came less 
than a week after Mr Stancn- 
lescu, formerly the Economy 
Minister, took up his new job 
fallowing a wave of demonstra- 
tions by the army demanding a 
purge of the old guard and the 
dismissal of its minister, Mr 
NJcolae Mffit aru- 

The ruling National Salva- 
tion Front, taken aback by the 
protests, quickly caved in and 


met all their demands. 

Mr Stanculescu also con- 
firmed that a new Intelligence 
service was being set up, and 
made dear that it would be 
under direct army control. 

The daily newspaper Tinere- 
tul liber revealed yesterday 
that the deposed dictator Nlco- 
lae Ceansescu had tapped the 

phnnAK of his own family anil 

senior party officials as well as 
all the television studios. 

The new minister’s remarks 
are likely to gain considerable 
support from the population, 
particularly since the army has 
now clearly dlstancedlteeli 
from the ruling National Salva- 
tion Front. 


Following the revolution, the 
NSF held a tight rein on the 
army by wining 12 gongr a fe oat 
af retirement - 

This caused resentment 
among the younger officer 
corps who feared for their pro- 
motion prospects. 

They also wanted the 
Defence Ministry to be politi- 
cally "neutralised,” in order to 
give the army more authority 
in a crisis. 

Mr Stanculescu’s appoint- 
ment is supported by the 
National Feasants and 
National Liberal parties, who 
seem to trust him because the 
army is no longer at the USE’S 
bech-and-caH 


Yesterday young army offi- 
cers said their demands last 
week were also aimed at "polit- 
ically neutralising” the d efen ce 
ministry. This, they said, 
would give the army more 
credibility in exerting their 
authority in a crisis. 


In the longer term, officers 
say the army must be turned 
into a professional force. Under 
Ceansescu. conscripts and the 
were downgraded to vtr- 


workers. 


Yesterday, Mr Stanculescu 
revealed that 27D army person- 
nel had died during the revtdu- 
tlon. 


Romania plans national park at Danube Delta 


By William Dullforce In Geneva 


THE Romanian authorities 
plan to turn the million-acre 
Danube Delta into a national 
park, the World Conservation 
"Union (WCU) said yesterday 
from its headqoaxters . in 
Gland, Switzerland. 

The WCU said that the deci- 
sion, announced at a recent 
conference on its East Euro- 
pean programme in Moscow, 


signalled a radical reversal of 
*.the environmentally, destruc-. 
. tree development poUdes pur- 
. .sued by thq. forma; Ceansescu 


Romania was the only coun- 
. try among the 35 present at the 
first environmental meeting of 
the Conference on Security and 
Cooperation in Europe in Sofia 
last November that refused to 


sign a Europe-wide environ- 

Anpnfcal ai»rpr*TTionF ; . *- ’■ 

Mr Zbigniew ; Karpowicx, 
coordinator of the wen’s East 
European programme. said-foe 
new RwmimiflTi authorities i«mI 
asked the WCU to organise a 
meeting in Switzerland of all 
the organisations interested in 
working in the Danube Delta. 

The delta, .Europe's second 


largest after Out of the Volga, 
is one of tha continent’s few. 
remaining wilderness areas. 

The Ceansescu regime had 
reclaimed -more than 10 per 
cent of it, primarily far agricul- 
ture, causing soil erosion, sali- 


nation and dessication, Mr 
Rarpowicz said. Now a govern- 
ment decree has halted all rec- 
lamation work. 


Carrington urges formal 
treaty between US and EC 


By David Buchan in Brussels 


THE European Community 
should assume some responsi- 
bility for defence and sign a 
formal treaty with the US to 
cement transatlantic links. 
Lord Carrington, the former 
Nato secretary-general, said in 
Luxembourg yesterday. 

Several calls have been 
made for a treaty tie between 
the Community and the US, 
most weightily by Mr James 
Baker, the US Secretary of 
State, in December. 


However, it is significant 
that so senior a former Nato 
official as Lord Carrington 
should talk in terms of a 
future role "for the Commu- 
nity in association with the US 
to assess and decide on the 
level of defence effort" In 


Europe. 

Lord Carrington, deli vering 
the Chur ch i ll memori al lecture 
in Luxembourg, argued that if 
the EC were to assume respon- 
sibility for defence, there 
could be "a close military and 
technical collaboration 
between Britain and France, 
with their nuclear weapons, 
and the removal of the French 
problem over integration in. 
the military , structure of Nato 
would be attractive to the 
French Government" 

He also said that he saw no 


difficulty in associating Tur* 
and Norway - the two 


key 

non-EC members of Nato 
which happen to border on the 
Soviet Union - in any defence 
arrangements which the EC 

Kll ght maha 


Court setback for Spanish 
Government in scandal 


By Peter Bruce in Madrid 


SPAIN’S Socialist Government; 
has been dealt an embarrass- 
ing setback in its efforts to 
counter a flood of corruption 
allegations against the brother 
of Mr Alfonso Guerra, the Dep- 
uty Prime Minister. 

A Madrid high court judge 
has dismissed efforts by the 
Attorney General to sue the 
newspaper El Mundo, which 
has led the corruption charges 
a gains t the Government - for 
.suggesting that Juan Guerra 
was mentioned by name at a 
cabinet meeting in which it 
was decided to award a 
Ptal45m (£790,000) subsidy to a 
company linked to him. 

In court, the judge declared 
fixe report was in the public 
interest. ■ 

The Government has shown 


little of its normal political 
flair in handling the allega- 
tions that Juan built up a size- 
able business empire from a 
office put at his 
his brother. . 


Mr Felipe Gonzalez, the 
Prime Minister, has threatened 
to resign if his deputy is top- 
pled by the charges, and the 
Government’s response has 
been simply to accuse other 
parties of influence-peddling as 
welL 


Observers believe Mr Gonza- 
lez has been rattled by the 
affair, which has increased 
uncertainty in the party follow- 
ing Mr Gonzalez’s stated desire 
to leave national politics after 
this term of office which ends 
in 1993. 


Moscow to 
prosecute 
‘race hate’ 
Pamyat 


By Quontht Peel 
fa Moscow 


MOSCOW’S CITY prosecutor 
has decided to institute pro- 
ceedings against the. extreme 
Russian nationalist groi 
Pamyat for inciting rad 
hatred, it was reported yester- 
day. 

The save comes as rumours 

nf htip omOiip pn gmimi npinrf 

Jews, Armenians and other 
minorities . have, spread 
through. the country ux the 
highly charged atmosphere in 
the run-up to republic and city, 
elections. 

It is the first apparent move 
by the authorities to control 
the Pamyat movement, in 
Spite of its hardline anti-Se- 
mitic propaganda. Democratic 
groups had accused the KGB, 
the state security committee, 
of deliberately t u rn in g a blind 
eye to its activities, while 
maintaining strict control of 
w pnfcatfmw campaigning far. 
more radical reform and 
multiparty democracy. 

The resurgence of aggress i ve 
H qaria" wntinnnlbmi fra* yet to 
attract the sort of mass public 
demonstrations which have 
been taking place in support of 
radical reform in recent 
weeks, but many reformers 
still fear the latent power of 
such appeals at a time of 
social unrest and gathering 
economic depression. 

The authorities have 
responde d to t he r umours of 
pogroms with at pub- 

lic reassurance which seem 
more likely to give credence to 
them. Last week, the KGB 
issued a “denial" of the 
yesterday a sim- 
ilar B t uto Mwt wgg by 

the fateriar Ministry. 

"The Soviet Interior Minis- 
try announces that rumours of 
Jewish pogroms dfesettdnafed 
in the mass media have no' 
grounds whatsoever," it said. 
♦They mislead ftp public «m| 
can serve to promote ethnic 
strife and destabilisation in 
several regions of fixe coun- 
try." 

The authorities produced 
grim figures on the general 
rise in crime, suggesting that 
one in every three ohms in 
Moscow was committed' by 
armed groups. A briefing by 
the Moscow police also warned 
of a growing drug trafficking 
movement "with Its own net- 
work of operatives, rales of 
security, -and. cotmter-lntelli- 


Cross-border 
shoppers ‘cost 

Dublin l£40m : 


By flm Dickson in Brussels 


SHOPPING sprees is Northern 
Ir elan d — involving on occa- 
sions busloads of bargain hunt- 
era from the Irish Bepohlic pre- 
pared to endure an 800km 
round trip far their duty free 
allowances - cost the Dublin 
Exchequer an estimated H40m 
(£37m> is 1986, it was claimed 
yesterday. 

Damage to the Irish economy 
caused by these cross-border 
e xcursions was -cited as a main 
of the Irish Government’s 
of its controversial “48 


part erf I 
defence 


hour" rule at a preliminary 
hearing: before the European 
Court at Justice -in Luxem- 
bourg. 

The rqle was introduced in 
April 1987 to limit duty and tax 
free- allowances to "genuine” 
travellers - that -is to . say 
those who have stayed more 
fhftw 48 hours in another coun- 
try and have evidence to prove 
it. it was subsequently chal- 
lenged by the European Com- 
mission an the grounds that it . 
is contrary to Community law. 

• • The immediate issues centre 
on an EC directive of 1969 (sate _ 
sequentiy amended) harmonis- 
ing mornlw States’ MH Wip W twia 
from turnover tax and- excise 
duty, or so called travellers' 
allowances. 

. But the case is bound to 
attract wider attention by 
focusing on the challenge of 
open borders for countries 


$Hch as Ireland and D enmar k 
which have relatively, high 
rates of VAT but adjoin mem- 
ber states with much lower tax 
levels. " 

The. Commission is. sup- 
ported by .Britain in its, claim 
that the Court should declare 
that Ireland has failed to fulfil 
Its obligations under the 
Treaty of Bonne. It says in its 
written submission that the 
directive makes no distinction 
between travellers . and pro- 
vides no regarding 

length of stay outside fife coon- 
try. 

As regards the economic dif- 
ficulties, Brussels points out 
that "channels of trade”, due 
to different VAT: rates, exist 
between Luxembourg and 
other member states and, due 
to shop opening hours, 

. between Germany and Bel- 
gium. - 

Illustrating the growing 
scale of the .problem - and 
thus the need to fake action - 
Ireland’s . representatives 
pointed out that in a single day 
in December 1966 some 18800 
persons passed through the 
customs post at Caxrickarnan. 
whereas, in fixe:' previous year 
on .a comparable day in the 
name month it was only 10,500. 

Altogether about S.&n trips 
were made for Northern 
Ireland goods valued at an esti- 
mated I£300m. 


Brussels cracks whip over 
Bonn aid to industry 


By Lucy Keilaway in Brussels 


THE European Commission 
has told West Germany to 
adapt tile new rules on state.: 
aid to the car industry, over- 
r uling Goman com plaints that 
such rules smack of - a suspi- 
cious industrial policy being 
applied by toe C ommis sion. 

The- two sides have , been 
negotiating for a year over the 
framework rules an car subsi- 
dies, under which, member 
states have to get commissi on 
approval far all aid erf over 
Bcul2m (£8.6X0). 

All other member states 
have now accepted the rales, 
with Germany the only objec- 
tor. 

Hie Commission's decision 
reflects its general lack of tol- 
erance for loose px-actices in * 


the motor industry, and 
ensures that the German car 
. industry, toe most competitive 
in Europe, will be treated in 
the same way as the others. 

West Germany has been told 
to start applying the rules in 
May. The Commission warned 
yesterday that any aid paid 
after that date without EC 
approval would be illegal, and 
might be recovered. 

Bonn has been, given two 
months to teQ the Commission 
how it intends to put the rules 
into action. - . 

The measure was adopted by 
Brussels at the end of 1988. 
Spain also objected at first but 
started to. ccxaply at the begin- 
ning of tob-year. ’• 


Commission looks at possibility 


of increasing controls on media 


0 


By Lucy KaDamy in Brussels 


A DIRECTIVE covering the 
control of the media - an area 
which most countries regard as 
being exclusively of national 
concern - is being considered 
by the European Commission. 

It is oxxe of several dozen 
measures outlined yesterday 
by Mr Jean Dond ellng er,- the 
Media Commissioner, aimed at 
making toe European televi- 
sion industry more able to 
meet the threat from the US 
and Japan. 

The Commission believes 
existing rules on competition 
are not strong enough to catch 
all the cases in which a take- 
over in the media sector threat- 
ens to stamp out the variety 
essential to toe industry’s sur- 
vival. 

' However, Mr Dondellnger 
did not say what such a direc- 
tive would consist of, except 
that it would Iron out the dif- 
ferences in policies between 
member states. 

The Commission also 
Intends to change the copy- 


right rules covering television 
programmes which Mr Donde- 
Unger said were no longer 
appropriate to an age of satel- 

Btp and nflhlg ^>ln ri^nn. 

These rules are felt to be 
hampering- the development Of 
a secondary market In Euro-; 
pean pro g ra mm es, so to at the 
growing gap between Euro- 
pean programming capacity 
and broadcasting space is 
increasingly being filled by US 
programmes, rather than by 
programmes from European 
archives. 

Mr DondeUnger said yester- 
day that member states should 
continue to be responsible for 
sub sidie s to the television 
industry. 

This would mean that aid 
paid by member states to Sim 
makers could go on being 
funded under national- rules 
although these would need to 
be “harmonised, regulated and 
circumscribed” by toe Commis- 
sion. His package of measures 
will cover technical, program- 


French TV, where laws change as often as channels Bids for new channel 


Raymond Snoddy talks to the Communications Minister behind the latest moves in a chaotic industry 


M rs Catherine Tasca, the 
French Communications 
Minister, is adamant about 
one thing. She has no plans for any 
further legislation or regulation. Com- 
ing from the minister of a country 
that has got through no less than four 
major broadcasting bills and created 
three successive regulatory authori- 
ties in six years to tackle what many 
see as the chaos of French television, 
it is a significant statement 
"Neither the politicians nor the 
media people want to see further cre- 
ativity in the legislative field. They 
feel we have had enough for the time 
being,” said Mrs Tasca who became 
minister for communications and cul- 
ture two years ago after managing 
theatres and being a broadcasting reg- 
ulator in the last Authority. 

Mrs Tasca has recently completed a 
new round of legislation mid regula- 
tion designed to redress the imbal- 
ance created by the privatisation of 
the French first channel. TFT, four 
years ago, encourage more French 
television production and in particu- 
lar of enduring programmes - pro- 
grammes that can be shown again. 

"The transfer to the private sector 
of the first channel has 1 think endur- 
ably unbalanced the geography of 
communication in this country,” said 
Mrs Tasca speaking in the ornate 
splendour of her 18th century office 
complete with two television sets. TFi 


alone gets around 41 per cent of the 
French television audience compared 
with a bit over 80 per cent for the 
combined audiences of the two public 
channels Antenne 2 and FB3, the 
channel which carries regional pro- 
gramming. 

Under the new rules 50 per cent of 
the output of toe French networks 
must be of French origin and 60 per 
cent of European Community origin. 
This is much tougher than the EC 
directive on television which merely 
talks of a majority erf programmes 
"where practicable and by appropriate 
means." From the be ginning of 1992 
the quota rules wHl apply specifically 
to prime tone hours from 6pm to 
11pm each day. 

By the end of March, French broad- 
casters must chose between two for- 
mulae governing how much money 
they must spend on French produc- 
tion. Under one, a broadcaster must 
devote 15 per cent of net turnover to 
financing French production and 
transmit a minimum of 120 hours of 
French material in prime time. The 
other, slightly less onerous, aimed 

mainly at new rhamx ris SUCh 88 La 
Cinq and MS which are still losing 
money specifies that 20 per cent of net 
turnover should go to programmes of 
EC origin, 15 per cent of it French. 

Mrs Tasca has turned the screw 
even tighter by saying that only the 
more durable programmes can qualify 


APP£S MOl, LE 
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under this provision mid not what she' 
nails “ kiwiiw p rog ra mme s" five, dis- 
posable programmes like chat shows 
which are shown once and discarded. 

The qualifying programme will 
include programme types such as fic- 
tion, original documentaries, * and 
scone news magazine programmes. 

“We want them to be not only 
broadcasters we want them to invest 
tin original programme production), - 
Mrs Tasca said. 

Apart from setting new obligations 
on broadcasters the French Govern- 
ment is making some money available 
to encourage types of programme the 
printing- hi g hl y competitive market is 
failing to provide. A fond used to back 


French films is being expanded to 
include children’s television pro- 
grammes and a new body, L’Agence 
Jules Verne has been set up to help 
fund science programmes for French 
television. 

There will also be an extra FFr 
950m available this year for the two 
puhfic flhapngta, now un der unified 
chairmanship to increase their com- 
petitive strength against the private 
sector. 

- When the present Socialist Govern- 
ment took over two years ago there 
was a vigorous debate on whether re- 
nationalisation of TFl was the answer 
to the ills of French television -not 
just the imbalance in the andtencB 
figures but toe intense competition 
that was driving the cost of increas- 
ingly similar television channels ever 
higher. 

Apart from the success of Canal 
Plus, the pay television channel toe 
outlook seemed bleak. The present 
Government decided to adapt rather 
thaw overturn the decisions of its pre- 
decessor. 

"We feel as regards legislation and 
regulation we have achieved our goals 
in encouraging and strengthening the 
framework," says Mrs Tasca. She now 
believes that there will be some vol- 
untary restructuring in the private 
sector of French television, the form- 
ing of alliances and the growth of 
co-operation between TFl and La 


Cinq and MB. There appears to be a 
growing realisation that trying to 
murder the opposition in the ratings 
every single week may be far too 
expensive. 

She is even optimistic that after 
more than a decade when the project 
came close several times to cancella- 
tion that the French direct broadcast- 
ing by satellite project TDF1 may 
become a significant force. Since last 
spring toe TDF-l satellite has been 
broadcasting very little to hardly any- 
one because there are -few dishes, 
available. 

One of the four channels is being 
used, by La Sept the French cultural 
channel which supplements its small 
satellite audience by being broadcast 
on FR3 on Saturday nights. The other 
planned channels for TDF-l are Canal 
Entente for children and Sport 23 but 
both also want access to some remain- 
ing conventional frequencies in five 
cities including Baris. The fourth, will 
be Canal Deutschland a film -and 
sports channel aimed at the German 
speaking 

Both the Government and its regu- 
latory body the Conseil Superieur de 
F Audio visuel will monitor closely the 
new television environment but Mrs 
Tasca refoses to concede the new sys- 
tem of carrots and. sticks will fafl. 

If it does she says with a smQe 
"Maybe another minister may wish to 
have another law” 


By George Graham In Paris 
FRANCE’S broadcasting 
authority has called for bids 
for- a new coded television 
channel covering the Paris 
region. 

The channel will broadcast 
on a frequency previously used 
by the French armed farces, 
and is viewed as a means of 
priming the pump for toe 
TDF1 and TDF2 broadcasting 
satellites until enough homes 
have satellite dishes. 

Transmitting from toe top of 
toe Eiffel Tower, toe channel 
could reach around 8m Inhab- 
itants. Canal Plus, which man 
a successful cndad filni rfcwi. 
neh has been toe keenest advo- 
cate of a seventh gftnnutbased 
television channel. 

The company is expected to 
bid for the new channel with 
its Canal Entente Children’s 
station, which already has- a 
channel on theTDFi satellite, 
but says it needs a potential 
audience of at least Sm before 
It can start up. 

NRJ^ the pop music radio 
station, is also expected to bid 
far the channel. It is share- 
holder in Enromaslqnet a 
mode station which is 
due to broadcast from TDFl. 
France has not had a dedicated 
music TV channel since the 


fa 7, a government-spon- 
sored cultural channel on 
TDFl, is already broadcasting 
some of Its programmes on 
the state-owned regional 
channel. 

Cable TV has mad e much 
slower progress fax France 
the government had hoped, 
and Mr Paul Qoll&s, toe tele- 
communications minister, 
launched an initiative two 
weeks ago with the aim of 
multiplying the number of 
subscribers, currently 250JMM), 
by five within tyro years. 
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me makhag and broadcasting 
matters. • - ' 

They will supplement the 
Televi sion Without Frontiers 
directive, approved by member 
states fast autumn, which 
introduced the controversial 
notion of majority Community 
content on television chanmlK. 

Mr Dondehnger said that it 
was mainly up to national gov- 
ernments to prevent excessive 
concentration because most 
mergers were too small to be 
covered by EC merger rules 
coming into force in Septem- 
ber. These will give Brussels 
the right to vet big cross-bor- 
der mergers. 

Brussels Is currently examin- $ 
ing Italian media magnate Sil- 
vio Berlusconi's takeover of 
Italy’s Mondadori group, which 
will substantially increase his 
domestic madia holdings. 

The Commission could order 
changes to the deal if it 
breaches EC treaty rules ban- 
ning abuses of dominant mar- 
ket positions. 


last right wing government 
id Soil ‘ 


dosed down TVg in- favour of 
the geueralist MS. 
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Kohl takes the burden of East CIJ U Soviet ambivalence over reunification 

unity on his shoulders 


By David Marsh in Bonn 

AS the momentum, towards 
German unity has gathered 
pace, so have the pressures 
bearing down on the broad 
shoulders of Mr Helmut wnhi 
the West German Chancellor. 

In October 1988, Mr Kohl 
said publicly that he would 
probably not see unification in 
his lifetime. Less than three 
- mouths ago — in the immedi- 
ate aftermath of the breaching 
of the Berl in Wall — the Chan- 
cellar's closest aides were pre- 
dicting that five to fri ght years 
might still be needed before 
unity became a reality. 

Mow, the thne horizon has 
shrank' dr amatically , with a 
united Germany possibly a 
reality before the end of the 
year. Although the Ohancritor 
sees the merger of the two 
states bringing him tremen- 
dous emotional «wd political 
dividends, it is hardly surpris- 
ing that he and his advisers 
have been caught wrong-footed 
by the pace of change. 

In putting forwa r d his plan 
for a speedy introduction of the 
D- Mark in Germany, the 
Chancellor “is throwing him- ■ 
self like a. battering ram • 
against the door of German 
unity,” said one Bonn diplomat 
yesterday. 

One of Mr Kohl’s advisers 
said he was certain that mone- 
tary onion would be intro- 
duced before the end of the 
year. But the Chancellor him- 
self is not making light of the 
obstacles that must first be 
cleared before the door is 
finally broken through. 

Making his first appearance 
at an East German election 
rally in Erfurt on Tut 
evening, before a crowd of ‘ 
over 100,000, Mr Kohl was 
breathlessly introduced by-a 
local conser vati ve politician as 
“the Chancellor of our German 

Fatherland.” 

Mr Kohl does have a good 

Poland calls 
for frontier 
guarantees 

By Christopher Bobfnsfcf 

In Warsaw ’ 

POLAND mlM on both 
German states to initial a 
treaty with Warsaw guaran- 
teeing the country’s western 
frontier at the initial stages of 


chance of going down in the 
history books as the first Chan- 
cellor of a united Germany 
since Admiral Karl Dfinitz, 
who took over briefly after 
Hitler committed suicide in 
April 1945. 

But the prospective addition 
to. the electorate of lL5m vot- 
ers foam the Bast wfil drasti- 
cally change Germany’s voting 
arithmetic. 

The Social Democratic Party 
Is expected to emerge as the 
stro n gest party in the M«wh ig 
general elections in East Ger- 
many. Mr Kohl's Christian 
Democrats have lost ground 
almost continuously in the 
polls , since the West German 
federal election in January 
1987. 

ffta chances Of hnMiwg pn to 
power in the next g en era l elec- 
tions in December - which 
could well be turned into a 
vote for a combined German 
parliament - will thus depend 
crucially on unity negotiations 
b etween East Berlin and Bonn 
in wwwtiy mouths. 

- Mr Kohl is well aware of the 
need to balance sensitivities in 
East and West Germany - as 
well as among Germany’s part- 
ners abroad - over the reper- 
cussions of unity, hr Ms Erfurt 
speech, which if anything 
toned down expectations of 
hwfamt tww irfUa from unity, Mr 
grfii matte nse of the occasion 
above all to aQay fears in the 
east that the switch to a mar- 
ket economy will lower Bring 
standards and erode jobs. 

The Chancellor is especially 
«nii h wifl to counter rfefrng by 
left-wing parties in the east 
that his monetary union plan 
will cause ti«wtaWp among 
ordinary East Germans. These 
fears have been staked up espe- 
cially by thfr. former Commu- 
nist party, now called the Dem- 
ocratic Socialist Party (PSD). 

Mr Kohl’s dilemma is that 



KnM;f«ringa dilemma - - 

the more he reassures East 
Germans with pledges of gen- 
erous social security pro- 
grammes, the more he 
increases worrie s In- W est Ger- 

m«T^y about the i'ji hnr jprw 
of financing them. According 
to an opinion poll carried out 
this , week by the second Ger- 
man TV channel. ZDF, two 
thirds of the West German pop- 
ulation - although generally 
favourable to umty - thought 
that the process was going too 


- Some 55 per cent believed 
there would be 
above an in the form of ] 
taxes. Keeping both the 
and West German electorates 
reasonably MiigninB about 
unity prospects - as well as 
damping unease among the 
French, the Poles, the Russians 
and the Americans - will rep- 
resent Chancellor Kohl’s most 
challenging test Some senior 
West German Social Democrats 
now admit privately that they 
axe glad at the moment not to 
be in power. 


criticises 
Kohl over 
unity moves 

By Leslie CoMt ' 

In East Berlin 

THE RAPID 'Unification of 
Ger many sought by Mr Hel- 
mut Kohl, the West German 
Chancellor, was sharply critic- 
ised yesterday from an unex- 
pected — his C hrist i an 

Democratic Party c ounter p ar t, 
the CDU in Ka «* Germany. 

Mr Ulrich Wins, press 
spokesman for the East CDtJ 
said Bonn's policy toward Bast 
Berlin was creating added 
inse curity among East Ger- 
mans. “Some people in the 
(East) CDU believe that Kdhl 
thinks too much about big 
business and less about the 
people here,” he said in an 
interview. 

Mr Wtuz said the Chancellor 
had moved away from his ear- 
lier concept of a “contractual 
community” between the two 
Germanys and was now steaxn- 

r nTHntr toward trnifW-wHnw. 

His criticism came a day 
after C&anceUor Kohl emotion- 
ally evoked the unification 
theme in Erfurt at his first 
campaign rally for next 
month’s East German elec- 
tions. ft reflected c ectinnlng 
fa-iwrinwg between Mr Kohl aim 
tiie head of the East CDU, Mr 

l ^Wiiir Am Haitian. 

All parties in Bast Ger- 
many’s Communist-dominated 
prWiwiM «itj»di»rfay voted In 
favour of cferman unification 
hot warned against a “sell- 
out” of Bast Germany and 
moving too quickly. 

Meanwhile, Ms fTn-fmta Luft, 
the Economics Minister, said 
that food subsidies, worth 
80bn East German Marks 
annually, will not be cut 
before the elections. The 
Bound Table of Government 
and opposition repre sen t ati ve s 

lwH Hxntawile d that subsidies 

be pHwhurtMi before the polls. 


J UST UNDER two weeks ago, at a 
meeting with Chancellor Helmut Kohl 
in Moscow, Mr MfWi»n Gorbachev 
gave the Germans a free hand “to deride 
on the ways, the forms, and the time- 
frame of their unification". 

This clear commitment to tire principle 
of self-determination is all of a piece with 
recent Soviet policy towards the continu- 
ing revolutions in eastern Europe, and he 
restated it in an interview in Pravda ear- 
lier this week. 

At the same time, however, it is dear 
that the Soviet leadership remains deeply 
ambivalent about the prospect of German 
un ificati on 

At the recent plenary meeting of the 
central committee of the Soviet Commu- 
nist Party, the conservative Politburo 
member Mr Yegor Ligachev issued sombre 
warnings of the possible dangers. 

•Even Mr Eduard Shevardnadze, Foreign 
Minister ani ^ c h ief executant of improved 
east-west relations, claimed that "the 
spirit of revanchism is wandering through- 
out Europe, omhrnHrj g thm iAeaa of Unity 
and unification; the thirst for Justice is 
dissolved with the thirst for political 
revenge*. 

The ambivalence Is historically under- 
standable. The vfotoiy over Nazi Germany, 
which Is symbolised in populist terms by 
the division of Germany, was paid for with 
over 20m Soviet dead. 

Central committee officials now claim 
that the party is receiving floods of letters 
from ordinary people accusing the authori- 
ties of giving away the hard-won achieve- 
ments of tiie Second World War. 

What is not so evident is where this 
ambivalence taken the Soviet l e a d er shi p fn 
policy terms. There is already an east-west 
agreement that unification most he 
framed within the rights of tiie Four Pow- 
ers and the pan-European Helsinki pro- 
cess; but in substantive toms the Soviet 
position remains unclear. 

The Germans have complete freedom to 
choose; but they cannot choose unffleation 
without the prior agreement of other inter- 
ested states. 

Unification must not upset the strategic 
balance between Mato and the Warsaw 
Pact; but a unwind Rwmumy should be 
neutral and demilitarised. Here are two 
pairs of contradictions, which cannot Logi- 
cally be reconciled. 

The first contradiction is less dtfflmit, 
because it may be no more than a diplo- 
matic fiction. The Germans need the 
frniforafrmfrwt of the outside worid, h e en u ”* 
otherwise their position wifi be politically 
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untenable, and a number of issues, such as 
the eastern frontiers, can only be settled 
through an international negotiation; the 
Helsinki system is the obvious forum. 

Yet the pressure of people power, and 

Hip fffrrwl T T 1 * of wl gra ti v i. T yyw ti Hurt unifi- 
cation will occur da facto, whatever the 
outside worid thinks, and probably sooner 
than , the in ternatio n al nLitma «m be set- 
tled. The diplomatic is to try to 

reconcile these two realities even If with a 

If balance is the objective, 
membership of Nato is the 
least disturbing solution, 
especially if arms control in 
general progressively 
reduces the military dimen- 
sion of the two alliances. 


t jTwfrJag '- 

The second contradiction Is more prob- 
lematic. Mr Gorbachev says that unifica- 
tion should not disrupt the strategic bal- 
ance between Nato and the Warsaw Pact; 
yet anyone can see that unification la 
bound to have some di sr up ti ve effect on 
this strategic balance 

No doubt Mr Gorbachev wishes, reason- 
ably. to reduce the disruptive effect to a 
minimu m; yet his stated preference, for a 
demilitarised and neutral German state, 
would involve much more radical 
upheaval than some of the other conceiv- 
able options. 

• The mrffifld Germany could choose to 
leave both aTItanres, and adopt a Swiss- 
type neutrality as a sovereign state. 

• It conZd have nentnllty imposed on it, 
through some kind of east-west agreement 

• It could rema i n in Nato. 

• ft could join the Warsaw Pact 

Both of the neutrality options would 
involve colossal upheavals in the east-west 
strategic balance. 

Independeirt and sovereign German neu- 
trality would provide no reliable long-term 
guarantees against Soviet (and Polish) 
fears, since ft would in reality liberate tiie 
Germans from multilateral constraints, 
and could in time resuscitate the spectre 
of a Germany loose at the heart of Europe. 


Imposed neutrality might provide those 
gu a ra n tees, but it would be conditional an 
a far-reaching east-west consensus to 
restrict German sovereignty, which is cer- 
tainly not available today, which would in 
effect amount to a vast reversal of alli- 
ances, which would be an prtnifrrwhiw 
repudiation of West Germany’s im pr ess iv e 
d emo c ra tic record. 

Over time, additional rounds of the 
Vienna talks on the re ducti on of conven- 
tional forces in Europe (GEE) could lead to 
some relative demilitarisation of the two 
alliances, with far- reachin g verification 
and confidence-building measures so as 
largely to rule out any danger of aggres- 
sion. But the basic assumption of these 
talks is the negotiation of an east- west 
military balance, where the balance is 
between the two alliances. 

United German membership of the War- 
saw Pact is self-evidently an absurd idea, 
but it would also radically shift the east- 
west strategic balance. 

If balance is the objective, membership 
of Nato is the least disturbing solution, 
especially if anus control in general pro- 
gressively reduces tiie military dimension 
of the two alliances, and in particular 
reduces the military forces based inside 
the two Germanys. 

So why does Mr Gorbachev insist cm the 
neutrality issue? He has a well-established 
reputation as (me of the clearestrgighted 
leaders on the world stage. He usually 
seems to mean what he says, and usually 
what he says seems to make a lot of sense. 
In this case, however, there is a puzzle. 

Orw pffpphiw a nimation is that he is 
nlavtoe a dom es ti c political pnnw in front 
of a popular Soviet audience which is 
becoming increasingly demanding. Just as 
he recently conducted street-level debates 
with the crowds in Utimanla to show the 
TV viewers back home that the Lithua- 
nian independence movement was irresist- 
ible, so he Is now trying to appease folk 
memories of S econ d Wand War with calls 
for German neutrality. 

An a l tern a tive explanation is that he 
has come to put such faith in the new 
partnership with the US, and in residual 
western (and Polish) tears of German mili- 
tarism, that he genuinely believes he 
could secure a reversal of affiances in tiie 
establishment of a new European order of 
peace. 

ft seems farfetched; but then everything 
that has happened in eastern Europe in 
the rir nwmflw te flhmurt cw pmUy <WfH- 
cuh to behave. 


Old-style party paper 
changes to new times 


By Leslie CoMt In East Berlin 
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ferettceou 
cation. 

" NT lrieonrllaonlnitite 
Prime Minister yesterday told, 
a press conference in Warsaw 
that Poland wanted to be rep- 
resented at the early stage of 
the conference "which should 
be devoted to tiie problem of 
the security of Germany's 
neighbou rs.* 

“It Is unthinkable that 
states should take decisions 
about the security of other 
states,” he said. 

He added that notes on 
Poland’s partidpation in the 
co nfer e nce were bring sent to 
the leaders of the United 
States, flys . Soviet ' Union, 
France and- Great Britain. 

He envisaged that the pact 
with Polandon the frontier 
would be signed with Ger- 
many once it had been 
reunited. Poland, which was 
at tache d by Germany in 1839, 
did not sign a peace treaty 
after the War < 


NEUES DEUTSCHLAND, the 

farm^Ty militant mouthpiece 

of the East German Commu- 
nist Parte, was radically trans- 
formed this week Into a 
remarkably objective ami com- 
mercially oriented western- 

’j NDrS^^kmowhr fo most 4 
EastGennans, shed its endless 
columns of grey type and " 
emerged strongly resembling 
leading West German newspa^ 
pers. In tune with the times it 
was filled with ads placed by 
West German companies out to 
sefi thrir services and wares in 
East Germany and Looking for 
“ambitious, hardworking" 
local representatives. 

The shift from, ideology to 
profitability was signalled by 
an ad last week in ND pro- 
claiming “We are the profes- 
sionals of the. Deutsche Post” 
It offered the services at East 
German postal expats “experi- 
enced” fa tracking down deo- 
tronic listening devices. 

The ad said the bug detec- 
tion service would be of special 
interest to the new political 
parties and could be carried 
out “before the elections” next 
MarCh 18 . But the real change 
to tiie newspaper, formerly 
regarded as one of the worst 


reads in tiie Communist bloc, 
was in «*iHnriai content. 

_ Th e firs t issue carried a 
front page interview with Mr 
Stefan Heym, a hwKng opposi- 
tion writer who for years was 
the old leadership’s number 
one pqMy eaemy-. Inside. the 
' newspaper began serialising' 
Mr Heym’a 197fPa novdJTJol-. 
fin” wfiidf deals w2E the state, 
security web and was' previ- 
ously only published in the 
West 

The recently appointed edir 
tor-in-chief of Nenes Deutsch- 
land, Mr Wolfgang Spicker- 
mann, thanked the mare than 
one million readers of ND for 
their loyalty and noted that the 
newspaper would raise its 18 
pfennig ($ 000 ) cover price in 
April along with other East 
Gorman newspapers. 

It was questionable, how- 
ever, whether ND will be able 
to iwM on to anything inw its 
previous readership. Party 
membership has sunk to 
700,000 from 23m and is still 


Several newspapers from 
West Berlin and West Ger- 
many have gone on sale in 
East Germany, and a number of 
lively new East German dailies 
are to be launched. 
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STILL RUNNING 
YOUR VEHICLE 
OPERATIONS IN 
TIME-HONOURED 
TRADITION? 


It happens all too often. A 
hold-up here, a hold-up there 
and suddenly your schedule is 
out the window. 

Time, of course, has always 
been money, but In these days of 
JIT stock control, lost time has 
never been more expensive. 

Fortunately, there's now a 
way round Such obstacles to 
efficiency. 

Datatrak. A unique vehicle 
management, control and 
security system which can 
provide minute-by-minute on- 
screen monitoring of all your 
vehicles' movements - or indeed, 
non-movements. 

Showing you at a glance 
exactly where your vehicles are, 
how fast they're going, their dir- 
ection of travel and load states. 

(Linking, wherever possible, 
with existing routing and 
scheduling programs.) 

All the inform- 
ation you need 
to make vital 
on-the-spot 
management 
decisions. 

Which, as 
the pace in trans- 
port and distri- 
bution hots up, 
can make all the 
difference between 
being behind the times 
or ahead of the game. 

To find out more about the 
benefits Datatrak can bring to 
your business, call Roger Holmes, 
Marketing Director, on Swindon 
(0793) 722549 or send the coupon. 

r T ; Datatrak Ltd. Hargreaves Road, n 
| Groundwell, Swindon SN2 5AZ. | 

j Telephone: (0793) 722549. . 

! Fax: (0793) 727230. * 

I Tell me more about Datatrak. I 

| Name J 

| Position | 

Company 

I Address > 

I , I 

. Postcode ! 

• Telephone * 

1 Nature of business | 

j Number of vehicles . . ---J 
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Signalling a now era in 
vehicle management 
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LDP win shrugged off as markets 
take fright at Tokyo interest rates 
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By Stefan Wagstyf in Tokyo 


A resounding' general election 
victory for the ruling Liberal 
Democratic Party was sup- 
posed to prompt a rally in the 
Tokyo financial markets. In 
the event, the LDP’s success in 
Sunday’s poll has been fol- 
lowed by a decline in the yen, 
a collapse in bond prices and 
tiie thlrd-biggest plunge on 
record in the Nikkei equities 
Index. 

With hindsight it is clear 
investors had long taken an 
LDP victory for granted. Once 
the votes w ere counted, ftrnd 
managers forgot about party 
politics, looked again at eco- 
nomic realities and took fright 
at the prospect of rising inter- 
est rates in Japan and over- 


Japan 


ffikksi Average W» 

on !H§i 



Benchmark bond red. yield {%) ! 
6.6 


The first warning signs 
appeared on Monday when 
Japanese shares barely moved 
on the news the LDP had won 
by a wider margin than expec- 
ted. On Tuesday, Japanese gov- 
ernment bond prices collapsed, 
sending the yield on the 10- 
year benchmark instrument 
above 7 per cent far the first 
time since 1985. 

Yesterday, the Ministry of 
finance moved to rescue the 
beleagured bond market, buy- 
ing some Y90bn (£366m) of 
bonds in a highly-unusual 
operation last seen three years 
ago. But it was too late to save 
equities. Responding to Tues- 
day’s fall on Wall Street, the 
Tokyo stock market plunged 
taking the Nikkei down 
1,161.19 points to 35.734J53 - its 
third biggest one-day foil ever 
and the largest since the world 
stock market crash In 1987. 

It was enough to prompt 
some ftrnd managers to press 
panic buttons. Speaking on 
Japanese television, Mr 
Eazuald Harada, managing 
director the Sanwa Research' 
Institute, an affiliate of Sanwa 



Jut 1989 


1990 


Bank, warned of the risk of 
another global crash. He said 
dealers were concerned about a 
vicious circle in which shares 
in industrialised countries fell 
in a chain-reaction. 

But most market-watchers 
took a more measured view. 
There was little excitement In 
stock trading yesterday. Turn- 
over was only 400m shares. 
Fund managers mostly sat on 
the sidelines saying the fall 
had been long overdue. They 
pointed out the Nikkei has now 
fallen 8 per cent from its 
aD-tiine hi g h last December of 
38,915x87 - a perfectly reason- 
able correction given the index 
rose 13 per cent in the p rev i ou s 
three months. Despite all the 
drama, the Nikkei is only back 
to where it stood in November. 

Moreover, the Japanese 
economy is growing at an 
aimtial rate of more than 4 per 
cent, in its longest sustained 
expansion since the 1960s. 
Companies are making record 
proms. The bargain-hunters 


could be out in the market 
before the end of the week. 

-Nevertheless, the confidence 
which distinguished' Tokyo 
from the. rest of the world in 
October 1987 and again in 
October last year is fading. 
Japanese Investors are now 
foiling prey to the same fears 
that stalk London and New 
York, fears that the spectacu- 
lar bull market of the 1980s has 
run its course and may end in 
a very unpredictable way. 

Japanese investors are also 
worried about the future 
course of relations with the 
US, which is putting increasing 
pressure on Japan over trade. 

But their biggest worry is 
rising interest rates. At first 
fund managers did not believe 
that increases in short-term 
rates would last Two succes- 
sive hfln* In the Official Dis- 
count Rate by the Bank of 
Japan last year had little effect 
on bonds or equities. But a 
third Increase on Christmas 
Day to 4^5 per cent finally con- 
vinced investors that the cen- 
tral bank was serious - and 
bonds and equities plummeted. 
Now there is talk of a further 
increase in the ODR soon. 

The bank’s chief concern is 
curbing a possible resurgence 
in inflation. Consumer prices 
last year rose by 2A per cent, 
compared with 08 per emit in 
1968. But the figure is inflated 
by a consumption tax intro- 
duced in April. For 1990, the 
rate of increase is widely fare- 
cast to fall below 2 per cent 

This is not good enough for 
the bank, is concerned that in 
key areas of the economy, 
price pressures are much 
greater. It fears labour short- 
ages are driving up wage costs 
and that the decline of the yen 
from an average of Y128 tothe 
US dollar in 1988 to Y141 last 
year is raising the cost of 


imports. 

The central bank is particu- 
larly determined to prevent 
another round of land price 
increases which it worries 
increases the gap between the 
haves and have-nots. 

The central bank is having 
trouble in fawning the money 
supply. Figures released this 
week show it grew by 1L5 per 
emit year-on-year in January - 
after a low of 9.4 per cent in 
the middle of 1989. Yesterday 
hank nfBriain said the latest 
figures would not necessarily 
prompt ano ther hike in the 
official rate - but most inves- 
tors think it is only a matter of 
time before the bank acts. 

'Tokyo now seems mare sus- 
ceptible to external market 
pressures than it was a year 
ago. Comments by Mr Alan 
Greenspan, chairman of the 
Federal Reserve Board, on US 
fofiaHnn fears had an immedi- 
ate effect in Tokyo on Tuesday. 
Prompt action by the finance 
Ministry prevented a further 
decline in Japanese govern- 
ment bonds. Blit twrt thrift it 
could be different. 

At Just under 7 per emit, the 
yield on Japanese government 
bonds is stm well below 9 per 
cent paid on government bonds 
in West Germany. The Bank of . 
Japan dentes it, but the trigger 
for action could be a further ‘ 
decline in the yen, which yes- 
terday closed in Tokyo below 
the psychological level of Y145 
to tile US dollar. 

II the bank does nothing the 
yen could fair farther . multi- 
plying the chances of more 
drastic interest rate increases. 
With so many options faring 
the bank it is hardly surprising 
that Japanese investors are 
more i nte rested in the actions 
of their central bank officials 
than of their politicians. 

Bond Markets, Page 40 



World’s equities 
find euphoria a 
thing of the past 


A Tokyo Stock dealer foils asleep an Us bride after frantic 
trading on the capital's Tokyo stock exchange 
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Finance ministry takes steps to prop up Japanese bonds 

Efoii*. ■ ^ ■ — - 


By Stephen Fldler, Euromarkets Correspondent, in Tokyo 


JAPAN’S Ministry of Finance, 
worried by the shift In long-term 
interest rates to the highest level in 
almost five years, moved into the 
government band market as a buyer 
yesterday. 

It was the first time the ministry 
had used Its debt consolidation fund 
to buy government bonds since band 
markets worldwide went into retreat 
in 1987 ahead of the stock market 
crash. 

The move was triggered yesterday 
by the rise of long-term bond yields 


above 7 per cent on Tuesday, and 
helped to bring about a sharp rally. 

From the day’s worst level, when 
the benchmark bond was yielding 
7.09 per cent, the market rallied 
to leave the yield at 6A9 per 
cent at the dose of the Tokyo stock 
exchange and at 6.76 per emit after 
hours. 

The ministry, rep orted as saying it 
would- continaev4o 4k9flM>its debt- 
consolidation fund flexibly 
in the future, was estimated 
to have bought about Y&Otm <£366m) 


of paper, nds b small in relation to 
monthly issuance, but important 
symbolically. 

The market gained further su pp ort 
ftom the 8 per cent fall of share 
prices on th e Toky o exchange, lids 
may have encouraged the view that 
monies about triggering a. further 


rise 


tin Bank of Japan's 
;mtetao*at44»pcr 

ant' ■ ■ 

The cause of the bond market 
declines have been worries about 


inflationary tendencies in the Japa- 
nese economy, underlined by the 1U5 
per cant lump in money supply in 
January, reported on Tuesday. This is 
overlaid onto the belief that events in 
eastern Europe have put a higher 
floor on bond market rates world- 
wide. 

Some, ante as Mir Karmft Schoen- 
hdtts, sente economist at Salomon 
'-Brothers In Tokyo, see the worry 
about Inflation as overdue and says 
tee market la suffering from "infla- 
tion morion". 


' He puts tee care rate af inflation at 
about 1-1 *2 per cent, and says much 
of tiie rise in money supply is due to 
financial deregulation which is eras- 
ing a shift of savings into time depo^ 
its. 

He says that the expected evidence 
of upward pressure an wages has not 
mataiaHsed, and that competition is 
too intense in the Japanese market to 
allow companies to use higher 
input costa caused by a weaker 
yen as an excuse .for raising 
prices. 


By Simon Hotberton 

XT does not happen often but 
when the bond market bites 
the equity market howls. 

The day of reckoning ca me 
with : a wallop yesterday in 
Tokyo where equity - prices 
recorded third biggest fell 
on record. 

Less dramatically,equity 
prices in the world’s major 
markets have been adjusting to 
; a: sharp rise in long-term inter- 
est rates, and tire possibility of 

further rises In official interest 
- rates, for some time. 

- 5ttnro the- beginning* of the 
year bond markets around the 
world have been flashing red. 
.The threat of inflation has 
reappeared as their main' con- 
cern and -to this has bees 
added the perceived risks asso- 
ciated. with German monetary 
and economic unification and 
some worrying trends in Japa- 
nese capital outflows. 

As bonds and equities are to 
some extent substitutes for 
each other, d rise (or fall) fa 
the price of one can affect the 
valuation of the other. Over 
tee past eight weeks the fell in 
bond prices has undermined 
, tee euphoria with white tee 
equity market greeted the New 
Year tfawMie. - - 

• In West Germany the bond 
and equity markets have been 
affected by the prospect of uni- 
fication with East Germany. 
Longterm Interest rates have 
risen from 7.42 per cent to 8.76 
per emit, having hit a high at 9 
per cent earlier this week, . "■ 

Many in the markets believe 
teat the tearbterm cost of uzdr 
ficatian will be higher official 
Interest rates, needed to cool 
the -inflationary impulse from 
tee east white they think unt 
firaitim may hrfwg - . 

The West German equity 
market, initially slowforeact 
to tire rise in longterm rates, 
has fallen sharply. It still 
shows a positive 2L5 per cent 
gain since the beginning of 
January but that is 8 per tent 
off its high for tea year.- „• . ; - 

According to Mr. lferic 
Brown; economist- at 'UBS - 
Unllips & Drew, the better per- 
formance by the West German 
market may indicate that it 
has moved to a new, higher 
level of valuation, relative to 
German government bonds. 

• In Japan, short-term inter 
est rates are also expected to 
rise now that the liberal Dem- 
ocratic Party has been 
returned to power. Recent 
money supply data showed an 


annual rise in January of 115 
per cent, up from an annual 
rise of 10.6 per cent in Decem- 
ber. House price in flati on in 
Japan remains a concern. 

Interest rates bare gone up 
from 5.72 per cent to 6.78 per 
cent since the beginning of the 
year; the Tokyo equity market 
has declined by 8 per cent 
0 The situation in the US and 
the UK Is somewhat different 
Analysts- beUeve o f fic i al inter- 
est rates there have peaked, 
but see little Hkelihood of an 
early cut But both are reacting 
to influences from abroad 


In the'US longterm interest 
rates have risen from 7.98 per 
cent to 8 jS7 per cent while 
equity pricea bave fallen by 6 
per coot- ; . 

Bond markets have 
reacted to symptoms of 
inflatipiiaiy pressures 
wMch occm at the end 
of an economic cycle 

in tee UK long rates have 
risen from 10.14 per cent to 
1L20 per cent and the UK 
equity market has fallen 
nearly 7 per cent 

At a global level bond mar- 
kets have-reacted to symptoms 
of inflationary pressures that 
typically occur towards the 
' end til an economic cycle. 

According to Mr George 
Magnus, international econo- 
mist at S.G. Warburg Securi- 
ties in London, many Mg econ- 
omies are gettfag to the point 
Wherecapadty constraints are 
.'limiting output Labour market 
conditions are tightening 
fhqteby reducing the room for 
productivity growth and fuel- 
ling rises in unit costs. 

- .He also points oat that 
Japan is flndfag use for its cap- 
ital at home. In 1988 Japan’s 
long-term capital outflow 
amounted to $UKL9bn; in 1989 
outflows had fallen to $87 Mm. 
This is occurring at a time 
when demand for scarce 
savings is set to rise with the 
potential economic develop- 
ment of eastern Europe. 

This raises the possibility 
that the rise iu nominal 
long-term interest rates also 
reflects an increase in real 
interest rates (after adfustmoit 
for inflation) to take account of 
the potential demand for capi- 
tal from the east 




END OF A POLITICAL ERA AS WATANABE TAKES OVER 

Nakasone quits as faction leader 


By Ian Rodger In Tokyo 

MR Yasuhiro Nakasone, one of 
the few Japanese politicians in 
the post-war period to make 
any impression outside his 
own country, stepped down 
yesterday as chairman of the 
faction he founded in 1965. 

The new head of the faction 
is Mr Mlchlo Watanabe, the 
former minister for interna- 
tional trade and industry who 
has intermittently harboured 
prime ministerial ambit i o n s. 

A blunt earthy politician, 
very different from the austere 
and elegant Mr Nakasone but 
popular with his political 
peers, Mr Watanabe was not 
afraid to say that the Recruit 
scandal only amounted to busi- 
ness as usual, and if the people 
wanted politics clean, they 
should elect priests. 

Mr Nakasone’s resignation 
marks the end of an era. It was 
also the latest in a series of 
humiliations that haw seen the 
once proud and powerful 
leader stripped of political 
influence within the ruling 
liberal Democratic Party. 

The first slight came last 
May when he agreed, as the 
one who had been prime minis- 
ter when the Recruit company 
accelerated its campaign of 
bribing top politicians, bureau- 
crats and businessmen, to quit 
the party. He also resigned for- 
mally as head of his faction, 
then the second largest in the 
LDP, but continued to run it in 
practice and so maintained 



Nakasone: realised that his future was on tile Hue 


influence in cabinet and party 
executive appointments. 

As time went on, the weak- 
ness of his position became 
increasingly apparent. He 
could not act as the faction’s 
spokesman, and bickering 
among potential heirs intensi- 
fied. His unpopularity also 
made it difficult for him to 
raise tends for a foreign affairs 
think tank that he ban founded 
in 1988, and last November he 
resigned from that too. 

In the general election cam- 
paign earlier this month, he 
was under threat in own con- 


stituency because of Recruit 
and. could not campaign for 
other faction members as lead- 
ers are supposed to do. 

In the event, he won his own 
seat with ease, but 10 other 
faction members were 
defeated, the largest number 
from any LDP faction to lose, ft 
dropped from second to fourth 
rank as a result, and lost its 
right to name one of the top 
three party officials. 

The Nakasone faction has a 
more noble history than most 
in the LDP. The former prime 
minister established it hiTTmuif 


in 1965, attracting 28 LDP 
members who shared boa con- 
servative views and concern 
about security and foreign pol- 
icy issues. Most factions, then 
and now, are identified 
with patronage, not with 
ogy. While other factions split 
cor changed leadership many 
thww in the past 25 years, the 
Nakasone faction remained 
intact and grew to become a 
major force a tin party. 

Mr Watanabe was effusive in 
his praise of Mr Nakasone yes- 
terday, saying the former 
prime minister was ”80 inter- 
national political figure who 
has vast experience and who 
still has much to contribute’*. 
• fadttiations that the Liberal 
Democratic Party intends to 
rejuvenate its leadership were 
confirmed by three senior 
appointments made yesterday. 
Mr Ichiro Ozawa, the main 
campaign strategist has been 
reappointed the sec re t ar y gen- 
eral, a post considered second 
mb to that of prime minister. 
Mr Takeo MsMakaT a fanner 
education minister, was named 
chairman off the party’s general 
council arid Mr Mutsuki Kabo, 
a former agriculture minister, 
was appointed chairman of the 
party's policy research coundL 
AH three men are representa- 
tives of a younger generation 
than the previous party leader- 
ship. Younger members are 
also expected to figure promi- 
nently m the cabinet. 


France ready to provide 
Pakistan with N-plant 


PARIS was ready to provide 
Pakistan with a nuclear power 
plant, previously cancelled 
after US pressure. President 
Francois Mitterrand said yes- 
terday, Renter reports from 
Islamabad. 

He told a joint news confer- 
ence with Prune Munster Ben- 
azir Bhutto that the power 
plant would come under full 
international safeguards. He 
had authorised French compa- 
nies to present an after for the 
sale of a nuclear power plant 
in collaboration with one or 
more forefen groups. 

Asked if he believed Pakis- 
tan's pledges it did not possess 
nuclear weapons, President 
Mitterrand said: “We have 
de cid**! to show foil confidence 
in Pakistan". Fears that Pakis- 
tan was on the point of acquir- 


ing nuclear weapons prom p ted 
France, under Western pres- 
sure, to caned an order for a 
nuclear reprocessing plant in 
1978. Pakistan had paid $200m 
(£125m) and has demanded 
repayment, plus damages. 

President Mitterrand added: 
“France and Pakistan have 
agreed to seek an amicable 
accord on the retreatment 
plant. Including compensation 
mutually agreed”. Pakistan, 
like India, which exploded a 
nuclear device in 1974, has 
never signed the nu clea r non- 
proliferation treaty (NPT). 

Ms Bhutto said: “Pakistan is 
not a signatory to the NPT, but 
has always kept by its provi- 
sions- We are not seeking to 
enter a nuclear arms race”. 
Pakistan would sign the pact 
when India did. 


Hun Sen and Sihanouk 
agree on UN peace role 

By Our Foreign Staff 

HUN SEN, Prime Minister of 
Cambodia, and Prince Noro- 
dom Situmnnlc, leader of one of 
the country’s opposition guer- 
rilla groups, yesterday signed 
an agreement stressing the 
need for a United Nations rede 
in bringing peace. 

They also agreed on setting 
u p a su preme national body as 
a symbol of “national sover- 
eignty and national unity”, 
adding that “the UN presence 
at appropriate levels in Cam- 
bodia is essential and should 
be encouraged”. It is not dear 
whether the two agree what 
the UN role should be. 

The agreement, after five 
hours of talks in Bangkok, is 
believed to be the first signed 
by the two sides since war 
began u years ago. The talks. 


organised at Prince Sihanouk's 
request, ware hosted by Gen- 
eral Chatifihai Choanhavan, 
Thailand's Prime Minister, 
who has been advocating a 
step-by-step approach, to peace 
in Cambodia rather than a 
comprehensive settlement. 

They were held in advance 
of wider folks in search of a 
Cambodian solution due to 
start on Monday in Jakarta. 

The two men last met in 
Paris last August at an inter- 
national conference on Cam- 
bodia which ended in deadlock. 

The Jakarta meeting will be 
attended by the Cambodian 
Government, the three guer- 
rilla factions, Vietnam, Laos, 
France, Australia and the 
Association of South-east 
Aston Nations. 


Maude fails 
in mission 
to Hanoi on 
boat people 

By Our Foreign Staff 

BRITAIN has' failed to 
persuade Vietnam to agree to 
more mandatory repatriation 
of boat people from Hong 
Kong. The Hanoi government 
i«m refused to authorise any 
flights since the first which 
took 61 people bad: to Viet- 
nam against their will and 
which raised a storm of inter- 
national protest 

British officials in London 
said yesterday, however, that 
the UK had been given “a firm 
expectation * that agreement 
on mandatory repatriation 
could be reached by the end of 

(]l]5 ynnnt ^ ( . 

iffy Francis Mun Af, Ml nKtwr 
of State at the British Foreign 
Office, visited Hanoi to try to 
persuade the Vietnamese gov- 
ernment to change its mind in 
advance of the new sailing sea- 
son which is imminent 

The failure will be a 
polntinent to both the 
and Hang Kang governm ents, 
bnt Vietnam did agree ■ to 


speed op the flow of refugees 
volunteering to come home 
foam camps in Hong Kong to 

1,000 per wmrfh. 

'Mr Maude said both sides 
agreed to fry to resolve the 
problem of repatriation by the 
end. of February. Britain wants 
to send home forcibly about 
43JKto Vietnamese boat people 
from o vercrowded camps In 
the colony and avert a further 
influx when weather condi- 
tions improve next month. 

“Voluntary repatriation will 
be increased by the beginning 
of May to around 1,000 (per 
month), and that’s a substao- 
tlal increase,’* Mr Maude said. 

Asked : what he achieved at 
Us talks in Hanoi Mr Maude 
said: “We are 
something very su 


with 

a - 


a commitment to reach agree- 
meat on alternatives to volun- 
tary repatriation by the end of 
February.” However, as that Is 
Just one week away it is not 
dear whether this agreement 
is anything more than a 
face-saving ploy to avoid hav- 
ing to outright fail- 

ure. - 

It is possible that the Viet- 
namese are arguing for a sub- 
stantial increase In the 
“bounty" of $650 paid by the 
UK for each boat person 
accepted back against his or 
her will. The Vietnamese have 
always insisted they wifi nego- 
tiate the tarns plane by plane. 


Labor sets out its stall with 
pledge of wage increases 


By Chris Sherweli In Sydney 

MR PAUL KEATING, the 
Australian Federal Treasurer, 
yesterday unveiled a vote-seek- 
ing package of wage increases, 
tax cuts and other economic 
meas ure s as the ewrf piawir in 
the Labor Government’s plat- 
form for reflection. 

The package - the first set- 
piece event in a flve-week cam- 
paign, which concludes with 
poT P n g on March 24 — com- 
prises an agreement, dubbed 
the "Accord Mark VP, between 
the Government and leaders of 
the powerful Australian trade 
onion movement. 

Labor’s aim is to reinforce 
its data to be a better man- 
ager of the economy and indus- 
trial relations than the opposi- 
tion. Liberal *mH National party 
coalition. But the coalition 
quickly attacked the package 
as irresponsible, and business 
groups expressed disappoint- 
ment 

In related commments on 
the economy, Mr Keating said 
conditions allowed sustainable 
falls in interest rates. His 
remarks lifted the share mar- 
ket, where the AH Ordinaries 
index rebounded from a low of 
L6U to L624, down six on the 
day, but weakened the Austra- 
lian dollar, which eased to 584 
from 584 (May 1970=100) on a 
trade weighted basis. 

The wage-tax package is said 
to provide for an overall 7 pea: 
cent increase in pay during the 


1990-81 financial year starting 
in July, against an assumed 6 
pa cent rise in prices. Its maiu 
features, an the basis of aver- 
age earnings of AJ540 (£242) 
per week, are: 

• A flat L5 per cent increase 
(about A?&30 per week) in the 
last quarter of 1990, ana a sec- 
ond flat 5L3 per cent (about 
A$12) increase six months 
later. These are to home on top 
of a 3 per cent rise (A$16) in 



July as the second fofrfowrf 
of the current wage round. 
Further productivity-related 
increases can be negotiated at 
the enterprise level. 

• Another increase in 
employer contributions' to 1 
occupational superannuation, 
equivalent to 3 per cent of ordi- 
nary time earnings, starting in 
May 1991 with a 1 per cent con- 
tribution and phased over 
three years. Tax deductions for 

individuals* contributions are 


also increased. 

• Tax cuts of A47.50 per week 
(equivalent to more than A$12 
in pre-tax wages), with effect 
from January L These are to 
be achieved through a A$3Q0 
increase In the tax-free thresh- 
bold of AS5.40O per year and 
adjustments to marginal tax 
rate scales, and are worth 
AS1.2bn (A$2.5bn in a full 
year). 

• Cuts in defence spending of 
ASSOm- and in social security 
spending, plus an April 1 rise 
in tax on luxury cars (costing 
more than A$43,0Q0) from 30 
per cent to 50 per cent, benefit- 
ing government revenue by an 
overall A|348m. 

• Additional spending of 
A5323m for unspecified pur- 
poses, but likely to be on the 
politically sensitive matters of 
child care and roads. 

• A new system of .unemploy- 
ment payments to ensure that 
benefits go to those genuinely 
trying to find a j6h. - 

Dr John Hewson, shadow 
Treasurer, a tt ac ke d the plan as 
“economic madness” for farcing 
to tackle inflation, a point ech- 
oed by Mr Ian Webber of the 
-Business CoundL 

The next big focus of the 
campaign comes on Sunday, 
with a TV debate between Mr 
Bob Hawke, the Prime Minis- 
ter, and Mr Andrew Peacock, 
tauter of the oppos i tion. 


S African defence chief 
‘aware of secret unit’ 

By Mtetaef Holman In Johannesburg ; 


A LEADING South African 
newspaper yesterday alleged 
that a secret army unit sus- 
pected of involvement in politi- 
cal assassinations was ulti- 
mately answerable to General 
Magnus Malan, the country’s 
Defence Minister. 

An article In the Star, the 
Johannesburg daily, claimed 
that Gen Malan had been 
aware of the existence of the 
Civil Cooperation Bureau 
(CCB), a shadowy Defence 
Force organisation, since its 
seption in 1987, 

The bureau Is being investi- 
gated for its possible involve- 
ment in the killings of Mr 
David Webster, & South Afri- 
can academic, and Mr Anton 
Lubowski, a Namibian lawyer. 


On Tuesday Gen Malan 
issued a statement denying he 

had ordered members of the 
unit to kill anti-apartheid 
activists. 

Both the far right Conserva- 
tive party and the liberal Dem- 
ocratic party have called for 
his dismissal and an investiga- 
tion into the Bureau. 

The Star said “a chain of 
command involving several 
generals, and testing 
to the office of the Minister of 
Defence,, controlled the activi- 
ties" of the bureau. 

A senior police officer inves- 
tigating the killings of Mr Web- 
ster and Mr Lubowski has told 
a South African court that he 
suspected that members of the 
bureau were involved. 


FT journalist 
held in Sudan 

SUDANESE security 
authorities have detained Mr 
•ulian Ozanne, the Nairobi- 
based -^correspondent of the 
Financial Times and the Sun- 
day Correspondent, officials 
“ ywten&y, Reuter reports 
from Khartoum. They said he 
was being held at security 
headquarters in central 

Khart n mn- 

On Tuesday he interviewed 
C 9 I Bakri Hassan Saleh, a 
BMjnber of Khartoum’s ruling 
military junta in charge of 
* ec ®f“ y » y*o accused western 
5J*S* of hostility towards 


Mr Ozanne told Reuter y«- 
terday Shortly before be was 
held. “He told me that he 
of all my movements 
smee my arrival and the pee* 
gel «w.“ He said his bold 
™n had been and 

doemnents taken. 
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US report attacks Peking 
over human rights abuses 

By Lionel Barber in Washington 


AMERICAN NEWS 


THE US yesterday sharply 
criticised China for human 
rights abuses, highlighting kill- 
ings in Tibet and the crack* 
down in June on peaceful pro- 
democracy protesters in 
Peking. 

The censure of China in the 
State Department's annual 
import to Congress on human 
rights worldwide contrasted 
with praise for dramatic 
improvements in the records of 
eastern European countries 
and the Soviet Union. 

Elsewhere, the report singled 
out Nicaragua and Iraq for 
human rights abuses and con- 
demned violence by Israel in 
the occupied territories of the 
West Bank and Gaza Strip. 

On China, the 1,641-page 
report said: “The human rights 
dimate deteriorated dramatic- 
ally in 1989... Virtually all 


recognised human lights dis- 
cussed in this report are 
restricted, many of them 
severely." 

Referring to the death of 
hundreds, possibly thousands, 
of demonstrators during the 
Peking massacre, the report 
also noted “indiscriminate and 
excessive use of force" against 
demonstrators in Lhasa, Tibet, 
last March, where scores of 
people were killed. 

It also noted reports of tor- 
ture in Chinese jails, detention 
and execution of political dissi- 
dents without due process, and 
the harassment and expulsion 
of foreign journalists. 

The blunt language could 
complicate President George 
Bash’s efforts to maintain 
high-level contacts with the 
Communist Government in 
Peking, and is bound to fuel 


congressional criticism of his 
China policy. 

The Chinese foreign ministry 
said yesterday that It had no 
new comment on the report, 
though it warned two weeks 
ago that it was “based on 
rumours" and would seriously 
harm bilateral relations. 

By contrast, the State 
Department paid tribute to a 
“remarkable opening up of the 
political process ana improve- 
ment in human rights prac- 
tices” in the Soviet Union. 

The criticism of Israel is In 
line with last year’s report 
which dwelt on methods used 
to suppress the Palestinian 
uprising in the occupied terri- 
tories. In 1989, 432 Palestinians 
were killed, 304 by Israeli sol- 
diers and settlers, and 128 by 
other Israelis. Some 10 deaths 
were attributed to beatings. 


More austerity measures likely 
for Canada, economists warn 


By Bernard Simon in Ottawa 

THE Canadian Government 
will probably be forced to 
Impose sterner austerity mea- 
sures over the mart two years 
to reach the budget deficit tar- 
gets set by Finance Minister 
Michael Wilson in his budget 
speech on Tuesday evening. 

Canadian economists, while 
generally applauding the 
restraints on government 
spending imposed by Mr Wil- 
son, are virtually unanimous 
in disagreeing with his eco- 
nomic forecasts, which include 
a substantial drop in interest 
rates over the next two years, 
combined with moderate infla- 
tion, but a surge in growth 
during 1991. 

Mr Lloyd Atkinson, chief 
economist at Bank of Montreal, 
said yesterday, that his own 
interest rate forecasts suggest 
a budget deficit of C$31bn 
($2SAbn) in the year to March 
31 1991, compared to the 
C$28_5bn projected by the Gov- 
ernment Mr Atkinson predicts 
a deficit of C$34 bn in 1991-92, 
compared to Ottawa’s forecast 
of C$26-5bn. 

Mr Wilson entirely avoided 
tax increases in his budget, but 
said spending on a wide vari- 
ety of government programmes 
will be frozen for two years. 


while increases an others will 
be capped at 5 per cent a year. 
As a result, the budget deficit 
is targeted to drop within the 
next five years from CJ30.5bn 
to C$10bn 

Although last year’s budget 
projected the 1990-91 deficit at 
C$28bn, unexpectedly high 
interest charges have forced 
further belt-tightening to 
enable the target to be met. Mr 
Wilson stressed the govern- 
ment’s determination to ease 
its debt servicing burden, 
which will total afaaut'€$40bn 
in the current fiscal Jyear, 10 
times higher than it was In 
1975b 

The main victims of the 
spending restraints are the 10 
provinces, and in particular, 
the three richest ones, Ontario, 
Alberta and British Columbia. 

The provinces have reacted 
angrily to the cutbacks, warn- 
ing that they will cause a drop 
in health and education stan- 
dards, although a more likely 
result is a jump in their own 
taxes and cuts in the funding , 
they provide to municipalities. 

Echoing his colleagues. New 
Brunswick’s Finance Minister, 
Mr Alan Mahw said yesterday 
that “we’re going to have to do 
the nasty things that they 


don’t want to do.“ The Ontario 
Government pointedly 
announced the day before lor 
Wilson’s budget that it expects 
to achieve a small budget sur- 
plus In the current fiscal year, 
after five years of exceptionally 
strong economic growth. 

With public support for the 
Conservative Government at 
an all-time low, Mr Wilson 
stopped short of tampering 
with the politically sensitive 
social security net 
The Government may have lit- 
tle choice but to start trim- 
ming these personal transfers, 
which make up about one-fifth 
of its total spending, if its bud- 
get targets are not met “That’s 
when the pain really strikes 
home," Bank of Montreal's Mr 
Atkinson noted. 

Mr Wilson's other major bud- 
get announcement was that 
legislation will be drawn up 
later this year to dear the way 
for the sale of the big state- 
owned dll company Betro-Can- 
ada. 

Public interest in Petro-Can- 
ada is likely to be strong, espe- 
cially In the oil-producing prov- 
inces of western Canada, 
where its Calgary head office 
was once nicknamed Red 
.Square. 


Sandinistas cocksure over Nicaraguan poll 

Old-fashioned spending spree sweetens the revolutionary message, writes Tim Coone 


C ockfighting is a rowdy and 
popular spectator sport in Nica- 
ragua. Once spirits are roused, it 
is not unknown for more than just the 
blood of chickens to run on the floor. 

The Nicaraguan elections to he held 
•next Sunday are taking place in a simi- 
lar highly-charged atmosphere. The 
winner takes all but the loser might try 
to stop frfrn leaving with the prize. 

If the r uling left-wing Sandinista 
party (FSLN) loses, leaders of the main 
opposition alliance, UNO (National 
Opposition Union), fear that the FSLN- 
controDed army and police will rebel 
when the new Government takes office 
in April 

If the FSLN wins,- Sandinista leaders 
are worried that the US-backed UNO 
will shout “fraud” and call UNO sup- 
porters onto the streets to provoke a 
melee of violence, and thereby obscure 
their defeat More violence would pre- 
sumably follow. 

The 45-year-old President, Daniel 
Ortega, in power for almost 11 years. Is 
r unning for reflection and six more 
years in office. A catchy and popular 
song written for the FSLN election cam- 
paign describes him as a spurred fight- 
ing cock, leading his nation forward 
against the threats of the US. 

Inexhaustible, he has been strutting 
the length and breadth of the country 
for the past three months, frequently 
addressing two or three political rallies 
a day as well as attending to his presi- 
dential duties. 

In contrast, his principal opponent, 
the 61-year-old Mrs Vloleta Chamorro, 
editor of the opposition newspaper La 
Prensa, has a broken leg in a plaster 
cast and is «»TnpaigwiTig on crutches, 
giving an impression that the cockerel’s 



spurs already have her half-way to the 
floor. She still has plenty of fight 
though. Her favourite line is “I shall 
stew that cockerel in my soup.” 

The San dinist as are out to prove that 
despite 10 years of office, eight years of 
war mid a ruined economy, the popular- 
ity of their nationalist message can still 
win them an open election. 

The watiafled FSLN party machinery 
has reached out to every Carnes' of the 
country. T-shirts, baseball hate, ciga- 
rette lighters, key-rings bearing the 
red-and-black FSLN colours and 
omMorme have equipped a whole new 
generation of Nicaraguan voters. 

On Valentine’s Day the Sandinista 
jiv ni.h organisation staged a “Kiss-In" 
and distributed red and black condoms. 


People with telephones are receiving 
recorded messages from the preSfdeht 
urging them to vote for the FSLN. 
Those with birthdays !n the past month 
have been surprised to receive tele- 
grams from Mr Ortega wishing them a 
happy birthday. 

like any Latin American party in 
power they are also guilty of using, 
their privileged position to support the 
campaign. The notorious potholed 
streets are being repaired. Street light- 
ing is appearing in previously gloomy * 
neighbourhoods. Curbstones are shin-, 
in* bright yellow from a fresh coat of 
pamt, the first in years. Free pencils 
and notebooks are being distributed to 
school nhiiiiren by the Ministry of Edit* 
cation under a presidential .decree. 


Countering this, tbfiUS Goyernmnt 
has provided some $2m to the UNO 
campaign as well as funding for the 
t raining of polling station scrutineers 
and observers. But desp^e the 
little can disguise the fact that UNO 
has run a lacklustre, poorly organised 
and badly focused campaign. 

Mr Ramiro Gordian, the head of Nica- 
ragua’s private sector umbrella organi- 
sation Cosep, blames It on political in- 
fighting within the 12-party alliance 
th& comprises UNO. It is an electoral 
alliance that will fall apart after the 
elections," he says. - 

Mr Jaime Bonilla, a close aide to 
UNO’s vice-presidential candidate. Dr 
.Vlrgfiio Godoy, publicly punch ed th e 
UNO ramp gi g n manager, Mr Antonio 
Lacayo, dining a dispute over who was 
to speak first during a recent rally. The 
tmedifying scene was duly broadcast on 
TV the same evening. 

Surprisingly, the business , sector has 
held bade from giving heavy fi n a n cial 
hacking to UNO. Dr Godoy blames this 
on the US aid to their campaign: “It has 
been difficult to persuade people to give 
money for the campaign when they 
know so much' is supposed to be coming 
from. the US” Mr Gordian of Cosep 
denies this hut adds: “We are broke.” 

-Insofar, as campaigns and .opinion 
polls give only clues to the possible 
outcome of any election, it would be 
premature ta predict the winner in 
Nicaragua, especially in a country so 
politically polarised. Both sides are con- 
fident, but a sense of bravado rather 
ffiww firm conviction of imminent vic- 
tory seems to bolster morale in UNO 
headquarters. .. 

In contrast, FSLN leaders are out- 
wardly - you guessed it - cocksure. 


Police drive looters from 
Argentine supermarkets 


Violent protests break out 
in five Venezuelan cities 


By Gary Mead in Buenos Aires 

LOOTING broke out early yesterday In 
Rosario, Argentina's third largest city, 
200 miles from the capital, Buenos 
Aires. 

Police frustrated more than 500 peo- 
ple, in scattered groups from slum dis- 
tricts. who tried to carry off food from 
supermarkets. Last May Rosario was 
the scene of mass lootings, which 
spread to other cities and left 14 dead 
and hundreds injured. 

The Government is faring an eco- 
nomic dump in which hyper-inflation 
and worsening indstzial recession are 
producing financial distortion and 
trade union protest against moves to 
loosen the heavily regulated economy. 

In the search for greater political 
consensus there is growing pressure on 
Mr Eduardo Angeloz, governor of the 
province of Cdrdoba, to accept Presi- 
dent Menem’s offer to join his cabinet 


at a senior IsvaL Mr Angeloz stood as 
presidential candidate for the Radical 
Party last May, but was defeated by a 
substantial margin. 

However, there is little indication 
that, even were he to accept, Mr Ange- 
loz*! inclusion, in the Government 
would eithek meet with universal 
approval or reduce growing socio-econ- 
omic tension. 

Argentina’s curren cy, the austral, 
has collapsed and shows no signs of 
halting, although the central bank has 
tightened monetary policy to the point 
where interest rates have now soared 
beyond 300 per emit a month. Retail 
trade in foreign currency is illegal, but 
many high street shops are now refus- 
ing to accept payment in anything but 
US dollars. Inflation of 80 per emit a 
month is firmly in place; meat alone 
has risen by 168 per cent this month. 


. By Joseph Mann In Caracas . . 

UNITS of Venezuela’s national guard 
and army were called in on Tuesday to 
help police put down violent distur- 
bances that Struck five cities, tnrinrtfng 
the capital 

The worst problems occurred in the 
eastern cities of Barcelona and Puerto 
La Cruz, where crowds of rioters looted 
stores and burned vehicles.. .. 

No dwatha have been reported sa fer,, 
and figures cm injuries and arrests are 
sketchy. But nnwfflofai reports yester- 
day indicated that over 100 people were 
detained in various cities on Tuesday 
night 

The disturbances were the worst in 
Venezuela since February 27 last year, 
when around 300 paople died in several 
days of rioting and footing that affected 
several cities. 

The 1989 protests were caused by 
price Increases in petrol and public 


Ixmupcnt that were part of a tough eco- 
. titanic adjustment programme adopted 
by the Government of President Carlos 
Andrfe Ffrez. 

Venezuela’s economy has worsened 
odoriderably since last year’s riots, hav- 
ing suffered unprecedented Increases in 
inflation and unemployment 
■' It Is sot clear what caused this 
weefcs outbursts. Rioting in the two 
eastern cities was apparently sparked 
by student protests at a university in 
nearby Cumana. The protests were 
Hufced to the suspension of a university 
student leader by officials. 

Also, on Monday and Tuesday, stu- 
dents in the -university city of Merida, 
in the west, staged protests that became 
violent. On the same days, hooded 
. youths burned two vehicles at the Cen- 
tral University in Caracas and har- 
rassed police with firemans and rocks. 


WORLD TRADE NEWS 


EC talks today 
on ‘Buy Europe 5 
procurement plan 


By Lucy Kellaway In Brussels 


EUROPEAN Industry 
ministers will today discuss 
whether to Include a strong 
Buy-Europe clause in a direc- 
tive designed to open up the 
public procurement market 
within the EC. The Issue is 
being seen as an important 
negotiating tactic in the pres- 
ent round of Gait talks, where 
efforts are under way to scrap 
such protectionist measures 
altogether. 

The issue has been the sub- 
ject of hot debate among mem- 
ber states, and has held up 
progress in one of the most 
important parts of the single 
market legislation. 

Five hours’ discussion on the 
issue at the last EC council 
meeting failed to solve the 
problem, with member states 
divided along their traditional 
protectionist and less protec- 
tionist lines. 

The proposal would give 
preference to goods containing 
more than 50 per cent EC con- 
tent, and would allow buyers 
to ignore non-EC tenders so 
long as they were no more 
than 3 per cent cheaper than 
the best Community bid. 

As the directive . will not 
come into force until end-1992, 
when the outcome of the Gatt 
talks will be known, what is at 
issue is the kind of negotiating 
signal the EC wants to send to 
its partners in Gatt, which 
have s tro ng wafrinnai purchas- 
ing biases themselves. The 


existing draft says the barriers 
to third-country suppliers 
would be removed if the Gatt 
talks succeed. 

Most member states now 
seem happy with the proposal, 
hot West Germany, the Nether- 
lands and to a lesser exte n t , 
the UK, would prefer no men- 
tion of any Buy-Europe mea- 
sures, as a sign of good intent 
at tiie Gatt table. Such mea- 
sures should only be Intro- 
duced only if the talks fail, 
they argue. 

Many of the other sticking 
points in the directive, which 
extends existing EC rules to 
sectors traditionally excluded, 
such as water, telecoms and 
energy, seem to have been 
resolved, and are likely to be 
rubber-stamped tomorrow. 

The UK appears to have suc- 
ceeded in getting offshore sup- 
plies exempt from the rules, 
but the Commission will proba- 
bly reserve the right to change 
its mind later if the UK Is not 
following a set of new guide- 
lines. 

Ministers are likely to grant 
the poorer countries in the EC 
extra time to comply with the 
directive, three years in the 
case of Spain mid four for 
Greece and Portugal. The pur- 
chase of energy by utilities is 
also expected to be excluded, 
pending progress made on par- 
allel measures to open up the 
energy market - which are 
proving difficult to shift. 


Caribbean banana war 
threatens to get worse 


{ DIPLOMATIC row in the 
Caribbean over the Dominican 
Lepublic and the European 
anana market is threatening 

0 get worse, embarrassing 
tritain and Spain, Canute 
antes reports from Kingston. 

Banana-exporting countries 

1 the Englishepeaking Carib- 
ean, mainly the four Wind? 
rard Islands, which produce 
wo-thirds of Britain’s con- 
umption, are angered over a 
lan by tile Dominican Repub- 
c to ship 104,000 tonnes of the 
•uit each year to the European 
omm unity. 

The traditional producers, 
[ready worried about a loss of 
referential access to the Euro- 


pean market after 1992, claim 
the Dominican Republic has 
gone back on a pledge not to 
aMp bananas to Europe. 

In November last year, the 
Dominican Republic said it 
would not try to access the 
preferential market under the 
banana protocol of the Lam£ 
Convention, a trade and aid 
pact between the EC and sev- 
eral developing countries 
which make up the African, 
Caribbean and Pacific (ACF) 
group. 

In exchange, the Caribbean 
countries agreed they would 
not block the Dominican 
Republic's application to 
become a member of the ACP. 


US increases trade pressure on Japan 

Officials feel the time for muting frustrations is now past, Robert Thomson writes 


W HEN US negotiators 
begin talking trade 
today at the third 
Stru ctura l Impediments Initia- 
tive (SB) meeting, the need to 
tread lightly around Japanese 
politics will have passed and 
the urge to indulge in criticism 
of Japan will be great 
US officials reckon that they 
did - the Liberal Democratic 
Party a favour by muting frus- 
trations during the Japanese 
election campaign, and have 
indicated that the LDP win is 
the signal to pump up the vol- 
ume once again. 

One senior Japanese govern- 
ment nffiiriflT fears “irrational 
and inconsistent” criticisms, 
partly because the US govern- 
ment has been put under 
strain by developments in 
Eastern Europe, leaving insuf- 
ficient officials to concentrate 
cm the fine detail of trade with 
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■ While the last round of SH 
talks appeared to end amicably 
in Washington last November, 
US representatives then 
launched a series Of attacks on 
Japanese trade policy, bewil- 
dering Japanese representa- 
tives, who presumed that the 
vaguely-defined talks had con- 
tinued to roll along in an 
appropriately vague way. 

The US emphasis over the 
next two days will be on detail. 


on pushing Japan to list spe- 
cific actions to lessen the $49bn 
(£29bn) bilateral deficit, and to 
begin preparing an interim 
report on progress in the SH 
discussions, which were 
delayed for a month by the 
election campaign. 

Officials at Japan’s Foreign 
Ministry, which will be hosting 
the talks, suggest that the US 
demands are a contradiction in 
tanas, and that drafting details 
about issues essentially 
macroeconomic will be impos- 
sible. 

However, the Foreign Minis- 
try will try to appease the US. 

Japan will be under pressure 
to prove It is tigh tening anH - 


monopoly laws that the US has 
said have felled to open mar- 
kets to foreign companies, and 
to show evidence of reforms in 
the country’s complex distribu- 
tion system, which. Washing- 
ton near the too of its list 
of “structural impediments” 1 to 
trade. 

The US is also pressing 
Japan to stimulate its econ- 
omy, although fears of infla- 
tion, a growing labour short- 
age, and a general sense that 
the growth rate is already ade- 
quate will prompt rel u ctance 
from Japanese representatives. 

Japanese officials will also 
be non-committal on US 
demands for a revision of a law 


restricting the opening of 
large-scale retail outlets. 

During the election cam- 
paign, Mr Toshiki Kaifo, the 
prime minister, said the gov- 
ernment wanted to “improve 
operational procedures” of the 
law but did not want an over- 
haul, which would be unpopu- 
lar with small shopkeepers. 

To prove that action is being 
tnifp n on complaints, officials 
from the many Japanese minis- 
tries represented will produce 
next financial year's budget, 
which increases funds to 
Japan’s Fair Trade Commis- 
sion - the antimonopoly body 
- and to a body monitoring 
land use regulations, which 
Washington also wants 
reformed. 

The Japanese representa- 
tives also expect the US will 
argue that prices are unduly 
high in Japan, to the detriment 
of Japanese consumers. 

So various ministries have 
prepared their own surveys 
showing that foreign exporters 
contribute to the cost by keep- 
ing prices high for reasons of 
prestige and profit. 

Washington has emphasised 
that the SH talks are a two-way 
street It has also pointed oat 
that Japan is able to suggest 
“structural” changes in the 
United States which would be 
conducive to a smaller bilat- 


eral deficit. 

But an official at Japan's 
Ministry of International trade 
and Industry (Mltl) said the 
prospect of the J apanese Gov- 
ernment actively puling legis- 
lation through the US Con- 
gress is far from tie of 

US trade representatves. 

At previous SH talks, Japa- 
nese officials have criticised 
low US savings rates, the 
“short-term'* outlook of many 
US companies, inadequacies in 
the US education system, and 
the general attitude of US com- 
panies to exporting. 

US officials are expected to 
cite the words of President 
George Bush on the subjects of 
savings and education to prove 
that a restr u ct u ring is under 
way. 

But an influential Japanese 
Foreign Ministry official said 
Tokyo does appear to be 
influencing US policies by 
pnwhing these issues higher on 
the agenda of the US depart- 
ments involved in the SH talks, 
and the result could be useful 
changes In budget outlays. 

While such Japanese influ- 
ence is somewhat subtle, he 
concedes Tokyo is unable to 
adopt the brusqtte US style of 
demanding changes in legisla- 
tion and of riding that legisla- 
tion through the Japanese par- 
liament. 


Bell Canada 
in Morocco * 
phone deal 

writ. famAi In ternational ot 
Montreal has won a third con- 
tract, valued at C|l55m 
(£7 6m), to expand Morocco’s 
telephone system , writes Ber- 
nard Simon in Toronto. 

The new order involves sup- 
plying digital telephone 
switches. Installing 156,000 
lines, and providing operator 
work stations. 

BG3E is a wholly-owned sub- 
sidiary of the Canadian group 
BCE Inc. Switching equipment 
for the Moroccan deal will 
come from BCTs sister-com- 
pany, Northern Telecom. * 


Algeria orders 

Algeria has awarded orders 
worth $41 5m to two US ami 
two F rench companies, to 
revdmp gas liquefaction plants 
in Arrow and Skncdn, Francis 
Ghifes writes. The orders fol- 
low an accord between Italy 
and Algeria for a four t h gas 
pipeline, allowing exports of 
gas to Italy to rise from lSLShn 
to 18-5bn ctx metres a year. 

Gaz do France «nrf Sofregaz 
will work at Sklkda, and 
Bechtel and M.W.Kellogg at 
Arro w. Algerian natural gas 
exports rose 3.5bn cu m to 
29-ebii cu m (1988-89), with 
value up 903hn to $2-3hn. 


World machine-tool output up 


TOTAL WORLD machine-tool 
output rose 10 per cent last 
year to $42bn (£24.7bn), 
reflecting higher factory 
investment in Europe, North 
America and the Far East, a 
survey out this week says, 
Nick Garnett writes. 

US machine tool output, 
boosted by new “transplants" 
in Norm America, mainly by 
Japanese companies, rose 
almost 30 per cent to KL3bn, 
allowing tlm US machine tool 
industry to regain fourth place 
in world rankings, lost the pre- 
vious year to Italy. 

Japan increased its output of 
metal-cutting and forming 
machines by a quarter mea- 
sured in yen (12.5 per cent con- 
verted to US dollars), the 
American Machinist magazine 
says. Total Japanese output 
was to.Sbn. West Germany 
stayed the world’s second larg- 
est producer, with $&9tm sales, 
against $6.6bn in 1988. The 
Soviet Union took position 
Number Three. 
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Countries wi thin Cecfcno, the 
Western Eu ropean machine 
tool m an ufacturing grouping, 
three-quarters of whose mem- 
bers are in the EC, stayed the 
biggest production bloc. They 
made up 38 pet cent of world 
output in 1989, a proportion 
unchanged for three years. 

The pattern of trade aitifmg 
hading machine tool produc- 
tion and consuming nations 
continued to show striking dif- 
ferences. Switzerland and. East 
Germany both exported 88 per 
cent by value of their mn^iiw 
tool output Other aggressive 


exporters i ncluded Taiwan, (68 
per cent of production). West 
Germany (63 per cent) and 
Italy (50 per cent). Japan, 
where domestic consumption 
grew to $&5bn, exported 38 per 
cent of machine tool output 
and the US just 29 per cent 
The world’s biggest warfrinn 
tool producers are its biggest 
importers, except Japan. Top 
10 producers’ imports, as a per- 
centage of apparent consump- 
tion, range from 38 per cent 
(West Germany and Italy) to 
over 60 per cent (Switzerland, 
Francs and East Germany). 


UK push for Malaysia orders 


SOME of Britain’s largest 
construction companies are 
bidding for major Malaysian 
contracts after the end of 
Kuala Lumpur’s “Buy British 
Last” policy and the recent 
Improvement hi its economy, 
Andrew Taylor writes. 

Taylor Woodrow, the UK 
contractor which has worked 
in Malaysia since 1964, said it 
had won an order worth about 
£50m to buQd toll facilities on 
Malaysia's ELbn North-South 
Expressway, to run for almost 
850km from Thailand to the 
southern tip of Malaysia, near 
Singapore. 

The road, to be owned and 
operated by United Engineers 
Malaysia, will be one of the 
world’s biggest privately- 
financed roads. Taylor Wood- 
row has also been appointed 
construction management 

adviser to Pengurusan Lebuhr- 

aya Berhafl, the project man- 
ager. The only other interna-’ 
tional companies to win 
contracts for building the road 


have been Korean and Japa- 
nese. 

French and Italian compa- 
nies are behaved to have been 
deterred by catttract conditions 
which require successful ten- 
derers to take some equity in 
the project, nine-tenths of it 
currently financed mostly 
through oobt, 

Mr Brace Bussell, a director 
of Taylor Woodrow Interna- 
tional said: “There are opportu- 
nities for fo twnaHrmai contrac- 
tors in Malaysia. The market 
had been dominated by Japa- 
nese contractors able to use 
their musde to fund 

as wen as build projects. But 
the Malay authorities are ner- 
vous about the high level of 
yen debt 

“So far, it seems to have 
been British companies which 
have been seeking contracts. 
Opportunities for work have 
risen as Malaysia’s economy 
has improved.” 

Taylor Woodrow, in partner- 
ship with Trafalgar House, the 
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UK NEWS 


£13m claim against Savory Milln 

Eagle Trust to 
sue UK arm of 
Swiss Bank Corp 


By Philip Coggan 

EAGLE TRUST, the UK 
mini - conglomerate which is 
being Investigated by the Seri- 
ous Fraud Office, is suing the 
UK broking arm of Swiss Bank 
Corporation for £ 13.5m. 

Mr David James, Eagle’s 
chair man, says the company 
may follow the writ with a 
range of litigation against 
other groups and indiviudals 
whom he feels caused Eagle’s 
difficulties, which resulted in 
losses of £64x0. 

Hie current claim dates back 
to a rights issue which Eagle 
held in the autumn of 1S87 to 
fund the purchase of SamueL- 
so n, a film and television ser- 
vices company. The issue flop- 
ped because of the stock 
market crash and ended up 
with the underwriters. 

Mr John Ferriday, Eagle’s 
former chairman, has claimed 
in a newspaper interview that 
Eagle loans were used to bail 
out suiHmderwritera. In other 
words, the company financed 
the purchase of its own shares. 
A warrant has been issued for 
the arrest of Mr Ferriday on a 
charge of theft of £l&Sm from 
Eagle. 

The current management of 
Eagle claims in the writ that 
SBCb broking arm, then called 
Savory Milln, received £l&5m 
in respect of sub-underwriting 
commitments which the broker 
"knew, or ought to have 
known, belonged to Eagle 
Trust.’’ 

SBC Securities said yester- 
day that it denied the allega- 
tion and that rtw proc eedlng i 
would be vigorously defended. 
An earlier investigation by the 
broker found that it had 


received three payments total- 
ling £13Jm following the issue. 
All payments were paid 
through Hambros Bank (Jer- 
sey) and an the instructions, it 
says, of Anser General Invest- 
ments. 

Anser was listed on Eagle’s 
share register at the same 
address as Ryco Trust, a Jersey 
company which provided 
.administrative and nominee 
services for Eagle. Ryco has 
denied any wrongdoing in con- 
nection with Eagle and said 
that it acted at all times in 
accordance with instructions 
from the board of the company. 

SBC said that it had believed 
the payments were made to 
satisfy the underwriting com- 
mitments of Mr Ferriday and 
Earnshaw Haes, a stockbroker. . 
The latter firm, now part of 
TSB, has alleged that a former 
associate of the company, Mr 
Michael Barnard, acted as sub- 
underwriter in a personal 
capacity. Mr Barnard, through 
his solicitor, refused to cozn- 
me nt y esterday. 

• THE High Court will deliver 
its judgment late today on the 
appeal being brought by a 
g r oup of banks in the Hammer- 
smith and Fulham swaps case. 
The h ank s are appealing 
against a November ruling that 
placed activity in the booming 
financial swaps market outside 
of the reach of all local author- 
ities. 

If the appeal succeeds in 
overturning the initial ruling, 
Hammersmith and Fulham 
could have to pay some 
SSOOmSSOOm in outstanding 

Ttahiliting m» ftrfr intere st rate 

swaps activity. 


FINANCIAL TIMES REPORTERS ASSESS BUSINESS IMPLICATIONS OF BRITISH PLANS TO EASE SANCTIONS 

South African opportunities raise little interest 


BARELY a flicker of interest has berai 
aroused among British industrialists 
and businesses In the Government’s 
derision to lift the voluntary ban on 
new investment in South Africa. 

They remain more concerned about 
poli tical and economic conditions in 
South Africa than with sanctions 
which are semi largely as a political 
gesture. 

The unilateral derision, which 
angered Britain's partners In the 
European Community, follows the 
release after 26 years in jail of Mr 
Nelson Mandela, leader of the African 
National Congress. 

The sanctions on investment were 
introduced by the EC in October 1986. 
They cover direct investment but not 
finwririai transactions and bank lend- 
ing in support of normal trading. Also 
arHiidpH are investments in training, 
health and social sectors. 

Britain is the largest foreign inves- 
tor in South Africa. About 200 British 
companies still have operations there. 
In 1966, UK companies accounted for 
more than cme third of foreign invest- 
ment Since the voluntary ban on new 
investments about a fifth of British 
companies have pulled out of the 
country. But as mare US companies 
have polled out the British share of 
foreign investment has gro wn to 
about 40 per cent 

South Africa is also an i mport a nt 
market for British exporters. In 1988 
the UK’s exports were more than £lbn 
for the first time since ISSi. It is the 



IHunonstraiors oppose 
investment in South Africa 

UK’s fourth largest export market 
outside Western Europe and North 
America. 

According to the South African 
Foundation, a London lobby group for 
South African companies, the invest- 
ment ban has hurt indigenous compa- 
nies, limiting their access to Western 
technology and isolating them from 
potential international aiHanres , Even 
so the fo undati on wmriniM- *xt . is 
difficult to see a lot of British compa- 
nies piling into South Africa became 
the investment sanction is lifted." 

Business investment hue mainly 
ten hit by the political tn«*aHriity in 


the country, the distortions in the 
economy created by apartheid and 
powerful' domestic political and can- 
sums' campaigns. 

The South Africa Foundation said: 

ment oFa transitional government 
'and moves towards democratic elec- 
tions before business will have confi- 
dence that the. political situation ia 
about to stabilise. 1 * - 

Companies in consumer-related sec- 
tors such as Barclays Bank which 
have pulled out of Soofir Africa have 
no pfora* to invest there again. 

The Anti-Apartheid movement gaftfr 
"Companies like Barclays know that 
if they tried to go baric into South 
Africa we would coma down on them 
like a ton of bricks. They can stiQ be 
hurt by consumer boycotts in the 
UK." 

Yesterday a Barclays spokeswoman 
said: “We dimnvested . is 1966 and 
there is no reason why that should 
change. That’s the end of the story as 
fares Barclays is -concerned." 

- Most banks seemed to feed it was 
too early to make any forecasts about 
the political situation there. With 
about $4bn outstanding in resched- 
uled faarnn. the fernkw are mare con- 
cerned to reduce their exposure. 

The apartheid regime has also cre- 
ated distortions in the economy's 
development Tte group areas act and 
poor black education have created 

pnitanlr wkfll ahnrtiig iw black 

consumer market- is relatively under- 


developed. 

The British Industry Committee on 
South Africa, a lobby group for Brit- 
ish companies in South Africa, said it 
was unlikely that investment would 
fom-ease -significantly until there was 
enough political stability, to alfow 
these economic distortions" to be 
Ironed out " 

Imperial Chemical Industries, 
Britain’s largest chemical manufac- 
turer has- a wholly owned subsidiary 
in Sooth Africa and a minority stake 
in an chemicals company. 

Arty I n ves tm ent would only follow far 
reaching political' reforms. But the 
•company's focus is mainly on tile 
Asia-Pacific market, the EC market 
with the approach of 1992 and the 
opening markets In Eastern Europe. 

Investment opportunities elsewhere 
in the world have been -a factor in 
other sectors. The two London-based 
oil majors - British Petroleum and 
Shell - said yesterday the UK Govern- 
ment's derision was irrelevant to 
tiirfr nt titiwtoi to in vestment In soith 

Africa. V • ' 

Both cr ywpaTiiea have operations in 
South Africa.- Shell’s contributes 
about 1 per cent Of the group’s after- 
tax profits, wfifls BP'S accounts for 
about 1 per cent of group assets^ But 
both tiie subsidiaries have berir adf-. 

financing for a mimher nf years. " 

As an Anglo-Dutch company, SMI 
«nd it would pay more -attention to 
the EC’s position than to that of the 
British Government. . 


BP said it would consider fresh 
in vestm en t in South Africa only if 
there was a settlement acceptable to 
the broad international commumty. 
This reflects the fact that BP has 
worldwide operations, including 40 
per cent of its assets in the US. 

in the mfrioxg sector, the.BTZ Cor- 
poration, the world's largest , mi ning 
' crtyf ipan y which has&bout 4 pe r cen t 
. of its assets in South Africa following 

- the recsiti acquisition of British Fetro- 
lo nm 's mining and mine rals interests, 

the UK Government's deci sio n 
would have no immediate i m pac t on 
its operations because mining projects 
have long lead times. 

Insurance companies shared the' 
view <rf other business and industrial 
sectors about the- importance of politi- 
cal cnnifWn ng. insurance groups were 
almost unanimo us yesterday in say- 
ing thatthe lifting of thebandid not 
balance the risks stemming from con- 
tinuing uncertainty about the politi- 

- cal' future of South A frica . 

At Sun Allian ce Mr Geoffrey 
Browne, chief investment manager, 
said that he was very dubious about 
new investment given South Africa’s 
current political Instability. Mr Mich- 
' ael Heath, m arke ti n g director of Eagle 
Star, asobsidiary of BAT.' Industries, 
said that Mu company did own 58 per 
cent of South African Bagla, .with net 
written premium of £l45m last year, 
but this is a mature business requir- 
ing 'Donew Inves tment 


Policy change is seen in Johannesburg as largely symbolic 


THE South African business 
community yesterday welcomed 
Britain’s decision to lift its ban on 
investment in the Republic but saw 
the move as largely symbolic, writes 
Miriiapi Holman in Johannesburg. 

Brokers said the Johannesburg 
stock market, preocaqiied by events 
in Tokyo and New York, had already 
discounted the UK action. The mar- 
ket index drop p ed to 3,167 from Tues- 
day’s dose of 3^83. In spite of the 
str o ng er bullion price the gold Index 
slipped to 1,996 from 2,013. 


One businessman any possible 
benefit s of Sirs Thatcher's decision 
would be offset by the unease 
pro m pted locally and internationally 
by the renewed cammitmesxt of Mr 
llawAth tO nnti«nalklrtWm Of -banks, 

minim and other important Indus- 


-The h»u im not imumt much," 
co mment ed a local banker. “If a com- 
pany really wanted to invest here 
there were ways of readily dream- 
venting the ban. It all comes back to 
two factors: political stability and tin 


level of profit to be made in South 
Africa." 

The most immediate benefit, 
suggested an official for the country's 
Reserve Rank (Central Bank), was 
indirect 

Tim move could encourage i n ves t - 
ment in equities, which could lead to 
» dwii tgBiwihuf of the ihmidai rand 
- South Africa's investment cur- 
rency which trades at a discount to 
the commercial rand. 

The official also suggested that the 
priflih Government's daririm , emM 


have other important hot' less tangi- 
ble results. 

“We hope it wffl lead to an expan- 
sion of t rade: Anything ftat helps 
reassure the business 

community and the more the South 
African situation becomes iegtint- 

hwl, flw pailw tnWte hpfnmftL” ■; 

An official for the British Embassy 
said that two UK trade raissfona were 
already due to visit South Afrim this 
year. No new were > 

to take place as a reault of the ! 
of the ban. 


; Assessing the effect efthe UK mea- 
sure - and other Western govern- 
ment sanctions isdifflcolL 
1 The single most costly sanction is 
file oil embargo. This has forced Pre- 
toria to pay- a high premium on oil 
imports^ to develop marginal off- 
shore gas fields ami to bufld uneco- 
nomic (dl-front-coai plants. 

But loeal economists point out that 
file other trade embargoes prompted 
a more, aggressive pxpart preaurtion 
strategy which hate opened up new 
markets.-.: 



commuracation 

by Philips 



People on the move. Relying on us for communication. 

From mobile radios to car phones; from pocket-sized 
message pagers to sophisticated, integrated systems. 

All supported by unrivalled training and customer care. 

With offices in virtually every country, we're blending 
the strengths of a global organisation with the benefits 
of local knowledge and understanding. 

If you'd like to know more, talk to us at 
Philips Telecommunications and 
Data Systems Telecom Division 
POBox24 St Andrews Road Cambridge CB4 1DP 
Tel 022361222 FaxQ223322770 Tlx 81166 PHTTELG 
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Developer calls in the receivers 


By Andrew Taylor, Construction Correspondent 


RECEIVERS have been called 
in to at least four develop- 
ments being undertaken by 
Declan Kelly which has 
become the latest British devet 
operto be hit by the ooDapne of 
toe property market. . 

The privately owned group 
Bought the permtaama of HaH- 
fox Bufkfine Society, which ls- 

fbnrilng the four devrio;Bneiit8, 

before appointing receivers ~ 
from accountants Ernst & 
Young. . 


The large rise in interest 
rates which has pushed up the 
cost of home loans has hit resi- 
ri<» nt W developers HwiT 
It was not dear last night , 
whether Declan Kelly, estab- 
lished. to 1975 by its chairman 
Mr -Declan Kelly, was experien- 
cing problemff raranyother oT ; 
its more thaa 40 dev&qpm&n 


The .groups - most recent 
results, covering -fits first six. 
months of 1989 showed a pre- 


tax profit of tsiw on turnover 
of£4&3m. .• 

Figures published yesterday 
by: the 'Environment Depart- 
ment showed that private 
.housing orders, received by 
eonstruction compaiif es in the 
final tore* months of last-year 
were 38: per cent lower than 
dfurfrigtSe -'corresponding 
peribdlZmootbs earlier. Total 
construction Orders over the 
same period foil by 13 per cent 
Trenriierwood foil. Page 83 


Notice to the WarranthoWers c f ' 

SHOWA DENKO K.K. 

. Bearer Warrants to subscribe for-shares ... 
of common stock of Showa Denko KK. issued with 

. UfiLSIOQOOaooo 3 per bent Guaranteed Notes 199% 

U^$20q,000,000 3 ifo per cent Guaranteed Notes, due 199^ 

- US.S2SOfiOQfiOO 4 W per cent Notes 1993 and 
U.&$500,000,000 4 i/a per cent Notes due 1993 

“Adjust me nt s of Subscilptfoo Prices” * 

Nodoe is hereby given that 

l Shows Denko KJC. (the “Company”) issued in Japan 40,000,000 shares of common stock of 
the Company (the “Snares”) on 17th February, 1990 with an Issue price of Yan 965 per Store, 
vMcb was fixed on 6Ui Febnniy, IfflOi . 

2. The Company issued In Japan Japanese \bn 10,000.000,000 Convertible Debentures due 2002 
and Japanese Yen 30,000,000,000 Convertible Deb e ntures due 2005 on 16 th February, 199a 

The Initial conversion price per Stare of each of the Debentures Is Yhn 1.06A which was fixed 

on 6th February, 199a 

3. An faeue price per Store referred to In i above and Initial conversion prices referred to in 2 
above are less than the Yen W87J0, the current market price per Share on 6th February, 199a 

The Subscription prices of Warrants have been adjusted as from 17th February, 1990 
(Japan time) as follows: 


(A) Warrants issued with U&S104000A00 3 
. 1) Subscription Price before adjustment 
2) Subscription Price after adjustment 

(B) Warrants Issued with a&SaODfiOOfiOO 3 

1) Subscription Price before adjustment 

2) Subscription Price after adjustment 

(C) Warrants issued with U.S. $250,000,000 4 

1) Subscription Price before adjustment 

2) Subscription Price after adjustment 
(09 Warrants issued with U&SSGOQOaQOO 4 

1) Subscription Price before adjustment 
2} Subscription Price after adjustment 


22nd Fcbraary, 1990 


per cent Guaranteed Nates 1992 
Yen 45330 per Share • 

Yen 450.70 per Share 

V< percent Guaranteed Notes due 1992 

Ybn 62000 per Share 

Yen 61040 per Share 

*/8 per cent. Notes 1993 

Yen 820.00 per Share 

Yen 315-30 per Share 

V8 per cent Notes due 1983 

Yen 1,261.00 per Store 

Vfen ijsoTD per Store 

SHOWA DENKO K.K. 

13-8. Sha» Daknoa l-dumc. Mw»tn, Tokyo, Japan 


fr 


ENTE NAZIONALE PER L’ENERGIA ELETTRICA 
USD 364.150.000 

10% FIXED RATE DEBENTURES DUE 1995 

We inform the bondholders that the redemption Instalment of $US rascfomn 
nominal' due on April 1st, 199Q, has been satisfied by a dravnnoari^ 
February 9, 1990, to Luxembourg In the presence of an Huissfer. 

These 13,110 bonds of $US 5JXJ0 wiH be reimbursed at par on Aoril 1 st icon 
coupon due on October 1st, 1990 and following attached, according to thT’ 

modalities of payment on the bonds. 9 

Serial numbers of the Bonds to be redeemed are set forth below on arouns fmm 
one number to another number, both Inclusive: ^ 




9881-10688 

16935-18958 

25127-26240 


12479-12578 

19001-21186 


12679-17500 

21201-25000 


18434-18634 

25036-25090 


The fotowing bonds called for redemption on April 1st. 1989 have not vet h^n 
presented for the payment: ^ 00011 

183-184 4422-4424 

Amount outstanding after April 1st. 1990: $US 200 .z 75 . 000 ,- 

The Principal Paying Agent, 

SOC1ETE GENERALE ALSACIENNE DE BANQUE 
15, avenue Emile Reuter - LUXEMBOURG 
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A company cant move forward 
iff its hardware is holding it back 
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The line between stealing a march on your 
competitors and failing behind is a fine one. 

Creating that competitive edge to gain ground 
greatly depends i$on your company's efficiency. 

And that efficiency, to an increasing extent, is 
becoming dependent upon the role of the PC. 

But as your company grows, will you be rooted 
to the spot fay your PCs inadequacies? 



It all makes the investment in your PC strategy a 
critical one. 

Zenith Data Systems, part of Croupe Bull have 
personal computers that will help you stride ahead. 

Including the widest range of 336 PCs in the 
world. 

They incorporate the highly powerful 80386 micro 
processor - an innovation that allows our PCs to 
exploit the full potential of today’s most demanding 
software. 

But more importantly, as new generation soft* 
ware is being designed with 386 in mind, our PCs 
will work with software that hasn't even been 
created yet 

So investing in Zenith 386 PCs today means you 
wont be tied down with out-dated PCs tomorrow. 

For more information on how to move forward 


with our 386 PCs, call Zenith Data Systems on 0800 
52515a 

1 Please send me further details of the 386 range of I 
| personal computers from Zenith Data Systems. | 

I I 

| Name: — J 

• Position: 

I Company:-. 

I Address:- i 


j Zenith Data Systems, Freepost 1310, Slough, I 
j Berkshire SL1 . 4BN. Tel: 0800 52515a j 



data systems 

Groups Bull 
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UK NEWS 


Eurotunnel confirms new Channel project 


manager 


Tunnel passengers face 
on-board customs checks 


By Kevin Brown, Transport Correspondent 


MOST Customs and 
Immigration chocks on Chan* 
nel Tunnel passengers will be 
carried out on the trains, the 
Government announced yester- 
day. 

The exception will be Cos* 
toms checks on passengers 
arriving in London from Paris 
and Brussels, who will have to 
pass through an airport-style 
Customs ball at Waterloo sta- 
tion. 

This decision represents a 
victory for Mr Philip Nash, the 
Commissioner of Customs and 
Excise, who campaigned 
strongly for the fullest posable 
Customs checks at Waterloo. 

The Government has 


accepted Mr Nash’s argument 
that on-board checks would 
require more than 200 extra 
Customs staff, and would be 
more inconvenient for passen- 


Officials said Customs 
checks at Waterloo would 
mean, no delays for most pas- 
sengers, who would simply 
walk through the green “noth- 
ing to declare 0 <*awngi_ 
However, the Government 
has ruled that Customs checks 
on trains terminating beyond 
London should be carried out 
on board, because of the 
smaller numbers forecast and 
the extra time which will be 
available. 


The Home Office, which is 
responsible for Immigration 
controls, has agreed that all 
passport checks will be carried 
out on trains, whatever the 
destination, with the exception 
of sleeper services. 

Passengers travelling with 
their vehicles <m the Eurotun- 
nel shuttle trains between the 
tunnel terminals at CoqueUes 
and Cheriton will pass through 
bath Customs and Immigration 

Officials said Customs 
checks at CoqueUes would be 
“highly selective* and would 
rely on intelligence to target 
suspects. Most vehicles would 
pass through a “freeway" area 
without stopping. 
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EUROTUNNEL, owners of Channel famwd, yesterday confirmed that Mr John Neerhout Junior, 
executive vice president of Bechtel, the large US construction group will take over the job of 
managing the troubled construction contract for the project, writes Andrew Taylor. 

Mr Neerhout Is pictured above between Mr Alastalr Morton, chief executive, left; and Mr Andre 
Benard, French chairman, on the right He replaces Mr Tony Ridley, file former chairman of 
London Underground, who previously managed the construction contract 

Mr Neer hoot's appoin t me n t completes a mmmg»nM»«t reshuffle which has included the appoint 
meat of Mr Alurfair Morton as E urotunn el’s chief executive announced last week. 

Working under him at E urotunn el will he Mr Alistair F tomfag , 45, formerly of BP, who has wide 
experience manag in g oil developme n ts. Hr Keith Bernard, 51, who was general manager of San 
Francisco's B&y area Rapid Transit System will be responsible for file development of the transport 
system for the project 

He will be joined by Mr Andre Pascal, 47, Directeur des Etudes de rExplaftafian. He was 
described by Mr Morton: “As perhaps the most experisiced engine e r in the Paris Metro- 


Trident 
programme 
may need 
extra £10m 


STAFF SHORTAGES have 
forced the Trident warhead 
programme behind schedule, 
and an extra £10m may be 
needed if it )s to be finished on 
time, the Commons defence 
committee was told yesterday. 

Mr John Mabberiey, deputy 
controller of the project, giving 

evidence to the committee, said 
that he thought the project’s 
problems required the use of 
more contracted private 
labour. 

He said: “We are Josing time 
in some areas, primarily due to 
staff shortages. We have not 
had the manpower available to 
make the start It is causing us 
concern that we will not reach 
our target, and.lt is that con- 
cern which has led us directly 
to some of the recommenda- 
tions we have made, including 

Dr Tom McLean, Director of 
the Atomic Weapons Establish- 
ment, added that the problem 
might not have arisen if 
greater flexibility in. setting 
wages had been allowed. from 
the outset Hq did not think 
that, at this stage, greater 
wage flexibility would be a 
substitute for employing con-' 
tract labour. 

There was confusion over 
who had fatBn the dec ision to 
use contract labour, which 
committee members claimed 
was costing extra taxpayers* 
money. When Mr Michael- 
Mates, chairman of the com- 
mittee. asked how much extra 
money the contract labour had 
cost. Mr Mabberiey estimated 
that the figure was around 
£Uhn, hut added: “You need to 
know how much both options 
cost us. We do not know how 
much it would cost us to pay 
the staff that we have at Aloer- 
nu wtfam to do the wok.” 

Union officials from the 
AWE daimfld that .extra wage 
flexibility would have retained 
more staff, and that riandards 
of safety for contracted staff 
were lower. 

Mr Richard Keep, Transport 
and General Workers Union 
branch secretary for the AWE 
Aldermaston, said: “If yon look 
at the accidents which have 
take n place in terms of con- 
tractors wuriting at AWE and 
employees, you wfll see a great 
difference." 


Quantum Fund N.V. 


U.S.$ 75,000,000 

Multi-currency Revolving Credit Facility 


Arranged by 

Ifabanque S.A. 


Participants 


Caisse Nationale de Credit Agricole 
Bank Worms & Co. International limited 
Banqoe Demachy & Assoeies 
Robert Fleming & Company limited 
Banque Nationale de Paris 
Banqoe SBA 


Banqoe Worms 
Bank of Scotland 

American Express Bank (France) SjV. 
Jar dine Fleming & Company limited 
Haock Banqniers Laxembcnarg SA 
Ifabanque S A. 


Agent Bank 

Ifabanque S.A. 


This announcement appears as a matter of record only 
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Talks raise hopes 
for end to 23 -week 
ambulance dispute 

By Diane Summer*, LabourStsff . . 


BOTH SIDES in the 
long-running UK ambulance 
dispute meet today for talks at 
the Whitley Council, the joint 


body on pay, as a possQtfe end 
to the 23-week dispute is ini 
sight 

Yesterday Department of 
Health officials met to look at - 
the financial implications of a 
new offer hammered out at five 
hours of talks between ra tio n s 
and management at Acas, the 
conciliation service, on Tubs-' 
day night 

However, even if the package 
of proposals to be put forward 
today is agreed by the staff 

Side, mrtnrm will Still have to 
ballot their members an accep- 
tance. The five unions involved 
would make separate arrange- 
ments for baffoting - a process 
qould take about three 


ration working party has' been 
discussing the possibility of 
restructuring support staff 
jobs. 

Mr Vernon JoUifie, secretary 
of the Association 'of 'Chief 
Ambulance Officers, yesterday 
warned of a "catastrophic" 
effect oh the service if talks 
break down. “Having seen 
“hopes buffi up, it would be cat- 
astrophic If the next few days 
folledto deliver ” he said. - 

“My fear is that more and 
more staff will go on strike car 
.eves leave the service unless 
there is a quick aettjemmit," he 


Mr. Roger Foofe, chief trade 
ration negotiator, was yester- 
day busy with preliminary 
talks before a pay cJaim is sub- 
mitted for hospital ancillary ' 
workers. A joint managemerftv 


On Merseyside, where ambu- 
lance workers voted narrowly 
for a strike^ there will he a. 

this o wn i n g to 

whether to go ahead with 
action. Clearly the outcome of 
the Whitley Council talks wjff 
influence the result 
• Compensation given by the 
Government to employees suf- 
fering from. dnst-Telated dis- 
eases such as pneumoconiosis 
la being increased by 8 per-, 
cent-..'.-. ' 


BNFL denies giving 
advice on children 

By David FleMock, Science Editor 


BRITISH Nuclear Fuels dented 
last night that it would be 
advising its unclear reprocess- 
ing workers not to have chil- 
dren, following suggestion s of 
a link between radiation expo- 
sure and the next generation. - 
But the company said there 
could be cases Where this was 
the best course for a works', 
whose fears were too great to 
be itHspelted by cramweSigg. 

Mr Harold Bolter, BNFLte 
company secretary, said the 
company would counsel any 
SeUaffeld employees about the . 
findings of Professor Martin 
Gardner's recent report sug- 
gesting a genetic link between 
radiation and leukaemia. 

The counselling would 
explain what Prof Gardner, 
director of the Medical 
Research Council’s Environ- 
mental Epidemiology Unit, 
believed he had discovered. 


London 


By Emma Tucker 

PRESSURE on the British 
Government to give higher pri- 
ority to the problems of home^ 
lessness increased yesterday 
with the publication of two 
reports claiming that 1 
lem had reached 


to help prevent and relieve 

hrnnfltoaa i PBK ,. 

- But the consultative group 
said that there was a Hunt to 
how for voluntary agencies 
could cope with the homeless 
problem, because they lacked 


advice service waste be setup 



-and the magnitude of the risk 
-to the worker and his fondly. 

The company would also 
give sympathetic consideration 
to requests from workers who 
wanted to change jobs, he said 

At a press conference yester- 
day at BNFL’a fleffaflaad fac- 
tory in Cumbria, Dr Roger 
Berry, the company’s health 
and safety director, in the com- 
pany of ftof GmrinazvsaZd wor- 
ried workers who wanted indi- 
vidual counselling could get it, 
and the advice could be not to 
have children. 

“K is not something that I 
hope would be widespread 
advice". Dr. Refry said. 

The company ., believes tM* 
ne&riy 2,000 Sellafteld workers 
will have ‘received radiation, 
doses of the magnitude of 
those linked by Prof Gardner 
- with lO duMbood cares of four 
Jcaemfe in West Cumbria. : . 




Farmer loses battle 
against aircraft noise 


A FABUER’S claim titet the 
noise of aircraft flying over .fate 
heme near Londcm r s Hrefluw 
Airport was a breach' of the 
European Human Rights Con- 


' A sevenjudge panel at .the 
European Court of Human 
Rights in Strasbourg said jaw 
Government had done Utt it 
could to find* disturbance -to 
residents living trader the 

fli ght jpytfig, . • .. ■} 

Mr Michael Sayner, who 
forms at Cotahrook, gucklng- 
hamshlre, and whcee homo is 
just over a mite focrartbe ahv 
port, <firectty in, Hoe wttbthe 
northern runway. sald aircraft 
flew over Ms home at SOeec- 
omi intervals. • : ^ 

Noise levels there had been; 
recorded wefl above the fete! 
recogujsed by the Government 
as being acc^Jtabte.Be argued 


that the Government: was in 
breach at the convention's 
demands for. “respect for pri- 
vate life?' and an “effective" 
. uatfonsUegal rrinedy for vtote- 
-fions.- EBa campaign was sup- 
ported faythe Federation of 

• Heathrow Anti. Noise Groups 
fthang), which has- spent an 
. i stlnrated £20,000 ® the case. 

.v Notee abatement measures 
' ^irere ih force a Heathrow, said 
. the. judges They^tald about 

6,500 other residents near 
\0hathraw; were exposed to 
uafop feeds equal to or greater 
: than that suffered by Mr Rar- 

; ~T yjr ,' -V ._- 

Mrftayher launched bis case 
in December 1980 after discov- 
erihgthsf be was foafl gihle ibr 
'compensation .to disturbance. 

• & has lived at Tfls form since 
; i960 and the property has been 
•In the family for S00r years. 


eqiisifm^ out’ 

By David FIaW©cfc,Seie^ ; . 


MUCH of the instrumentation 
used by British university nek 
enttets ' is Worn but or 
out-of-date, ah inventory of 

Sfl t ^d I ^^S?as^gdosed. 

The survey estimates ‘the 
replacement value cd r this 
inventory at £7QQm but .found 
one materiteminaevento be 
obsolescent and ST per cent of 

yearsoML *- : ; =• - -. •• -• - • - 

ft Identifies a heed for. riewi 
instruments valued at £45Sm. . 

The study, commissioned by 
ffie Advisory. Board for the 
Research Councils <ABRC>, 
which advise* the department 
cm. research policy; surveyed 
instrummits other than emu* 


lab mdvasittes 


info Brit- 

five poly- 


technics. 

‘^identifies 16,407 instru-' 
ments averaging £44,000 in 
replacement value, with centri- 
fuges, microscopes and hqoid 
chromatogr^hs the most com- 
man. 

■■ ' It found the replacement 
'/cost to be- almost double the 
original cost, and also other 
; evidence support in g the notion 
t hat the cost of scientific 
v&sfrumentat ion rises at a 
'^greater rote than lnfla - 
; tUm - the so«affed “sophisti- 
ca tton factor* — if research is 
' to reraain in the foreWit 
. . Professor Sir David Phillips, 
chairman of the ABRC, says 
that the results “point deariy 
-. to c ertain defideoefes in the 
jjresent proviriem cf research 
' -equipment which cannot be 
ractifo-d without the infedion 
ctfaddmonalmonies.” 



i. Antenna Systems 


Consolidate your pocketphone profits with our expertise 


5S44.Fax:(063 





















COULD THIS 


4 ( ' • 

. ' - 

BE YOU 

R THE 


For over a year now weVe kept, one of the to he second only in size to the Rolls-Royce But are the days of this last benefit numbered? 

most expensively built cars on the road, under the Phantom V We have no idea quite what the Chancellor 

Chancellor's tax break They’ve driven a car that according to the has in mind for April But two thihgs we know 

For over a year the Chancellor, has allowed a / statistics, has no equal when it comes to safety. for certain 
select band of drivers to learn what the mid- range . What’s j more, , every winter, theyve discovered Firstly even we cannot hold the price down 

acceleration of a Ferrari Mondial feels hke, the advantages pf a car that’s built for a land indefinitely. Secondly there won’t ever be a better 

Res also allowed them to- relax in an ravaged by some of the world’s worst weather. car to drive under the tax barrier, 

interior that has ibeen ■ independently measured . All this and a handsome tax advantage to boot For a test drive ring-0800 626556. 
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, - : CM SHOWN $00QTIQ£1&245/fROM OCT ‘89 flLL NEW SAABS CAN BE FITTED WITH A CATALYST. 

PRICES CORRECT A T PRESS DATE.EXCLUDE DEL/VERYRPAD TAX. PLATES FOR DEVILS 0800 626556 OR SAAB 'INFORMATION CENTRE FREEPOST CY1037. STRATFORD. CONTRACT HIRE 0800 626557. EXPORT TAX-FREE SALES 01-495 1299. 
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Why Cesar has disposed of Mr Dog 

B rands are the most capacity of existing brands, KAE Development! fflnstrates. brand value £35m, already cal ni 

powerful and sustain- T^ronghont tlie I99te, the Based on interviews with bear the hue “Lrianatfanally eery i 
able element of com- guide suggests, there will he retailers in the UK, West Ger- known as Snickers.” UK si 

petittvs advantage in two variants of hrand-hnild- many and France, the report The company is prepared to they_ 


MANAGEMENTS Marketing and Advertising 


Video retailing 


B rands are the most 
p o we rf ul and sustain- 
able element of com- 
petitive advantage in 
consumer goods. They reflect 
both a set of images and con- 
cepts burned into consumers’ 
minds and tangible prod- 
uct/service differences. 

On this basis, according to a 
marketing guide published 
under the CBI Initiative 1992,* 
we can look forward in the 
European single market to a 
period of intensive innovation 
- new products, better quality 
control, faster distribution - 
as companies seek to sustain 
the power and cash-generating 


capa ci ty of existing brands. 

Threighontto? I99te, the 
guide suggests, there will be 
two variants of brand*bufld- 
ing: rationalisation to create 
an Integrated European “value 
chain" behind existing 
national brands; and new pan* 
European brands in Industries 
such as fast food where new 
segments have been identified. 
-The first is the earlier option. 
The second represents the lon- 
ger-term growth possibility." 

Both have already been 
seized with determined single- 
mindedness by Mars, the US 
confectionery and petfoods 
group, as a report today from 


KAE Development! illustrates. 

Based on interviews with 
retailers in the tJK, West Go- 
many and Frame, the report 
pots Mare at the top of the list 
for new product development 
and applauds its overall Euro- 
pean brand strategy. 

Mars is sacrificing past 
investment in national brand 
names to give its products 
more acceptable names for toe 
European market. Its subsid- 
iary Pedigree Petfoods has 
rhariffcd Mr Dog to Cesar. Hie 
Twix chocolate bar, a £7 5m 
brand in the UK, may become 
Haidar - as it is known in the 
rest of Europe. Marathon bars, 


brand value £35m, already 
bear the Him “Internationally 
known as Snickers.” 

The company is prepared to 
discontinue a successful 
domestic range to Introduce a 
new international range - 
replacing Treets with the 
“adult Smartie” product, M & 
M’s, a pan-European brand 
which UK retailers voted best 
new confectionery product 

But Its approach to the 
E urop e an market is exempli- 
fied by its development of the 
Mare ice cream bar. 

There are lessons to be 
learned from it, KAE says. 
“There is scope for more radi- 


cal new products m toe gro- 
cery market and, unless mare 
UK suppliers recognise this, 
they vriH tend to come from 
toe OS, the Far East and from 
the Continent In the 1990s. 
The gap between successful 
and unsuccessful companies In 
terms of product development 
is growing.” 

* Marketing: Com m u n ic a ting 
With the Consumer, £12.35, 
D’Arcy Masius Benton & 
Bowks, 175 St John Street, Lon- 
don EC1V 4LL. 

t New Products in Grocers, 
1990, £480, KAE Development, 
19 Buckingham Street. London 
WC3N6EF. 


M ars signalled its intention 
to move into new markets 
with the acquisition in 
1986 of Dove International, 
a Chicago-based manufacturer of high- 
priced icecream. 

The venture was seen by Mars as a 
potential way into the frozen food sec- 
tor, but despite custom-built plant and 
the use of latest technology it flail short 
of expectations. 

"The problem,” says the KAE report, 
"was that Mars, used to huge volumes 
and significant market shares, was 
operating in a niche market where 1 per 
cent was considered a success.” 

Though Mars, and its subsidiary, Ped- 
igree Petfoods, have regularly featured 
in KAE's list of the most successful new 
product developers over the past 20 
years, there was a growing impression, 
expressed by Fortune magazine in 1988, 
that the group was "trapped in matur- 
ing businesses and unable to grow or 
buy new ones very successfully.” 

This view was reinforced when Her- 
shey took over Cadbury's US interests 
and leap-frogged over Mars to become 
the top US confectionery company; and 
when Nestte acquired Rowntree-Mack- 
intosh to get on level terms with Mars 
in the European market, says KAE. 

But in 1986, Mars UK had begun work 
on the development of an ice-cream bar 
which was to cany its brand into new 
markets. 

On the face of it, the UK ice-cream 
market - worth some £580m in total 
last year - does not appear to offer 
great opportunities. Since 1984, the vol- 
ume increase in the take-home sector 
ha« been almost totally offset by the 
decline in the “impulse-buying, in- 
hand” sector. 

Value of the in-hand market has 
barely kept pace with inflati on over the 
past five years; and though the 
take-home market has increased by 40 
per cent in value, it has been exploited 
both by supermarket own labels and 
niche specialists. 

Unilever’s Walls is the dominant 
brand, claiming 42 per cent of the mar- 
ket by value, with Allied-Lyons* Lyons 
Maid, accounting for 10.4 per cent. Bat 
awn label takes 28.6 per cent of the total 
and, with 425 per cent, the major share 


How Mars took 
ice-cream in hand 


By Philip Rawstorne 





of the take-home market 
Mars believed that in this situation 
“the opportunity to develop consumer 
loyalty for a strong brand was enor- 
mous” - especially for a high-quality 
ice-cream set gl o n ggldn the mass-mar- 
ket products of Walls and Lyons Maid. 

That opp ort un ity would he further 
enlarged If the brand could be launched 
across the whole of West Europe. 

The criteria established from the out- 
set for developing this new product 
under the Mars brand were that: 

• The ice-cream bar a fapild retain the 
familiar taste of the Mars chocolate bar; 

• Only real dairy icecream should be 
used in order to c onf or m to European 
standards; and 

• Quality should be maintained by 
n_<rfng milk chocolate to coat the bar. 

Development took two years and 




involved perfecting still undisclosed 
processes for softening the same milk 

choco l ate and narawwi used in tbp con- 
fectionery so that they would withstand 
the temperatures required for ice-cream 
manufacture. 

By May 1988, the product had passed 
rigorous quality control and internal 
consumer panel tests and was ready tor 
test marketing. 

The response from both consumers 
and file trade was so enthusiastic that 
Mars decided in November 1988, to 
invest £20m in. the construction of 
Europe’s largest ice-cream factory at 
Steinbourg in France. 

In line with its pan-European strat- 
egy, Mars did not launch the product 
until the factory was producing for all 
target markets. That happened in April 
last year when the ice-cream bar was 


Marketing down to the lowest possi- 
ble prim* may be rig ht far cei r * * fa com- 
modity sectors, it says. "Butin general 
we are convinced that this is a road to 
failure. If consumers want to save 
money, they will tend to buy less, but 
better.” 

Mars is understood to have encoun- 
tered some distribution problems - - 
hardly surprising; says KAE, gym that 
the pattem for in-hand ice-cream 
favours small outlets in which existing 
brands have established a presence by 
helping with merchandising and dis- 
plays. 

This in-built strength of Walls, in par- 
ticular, hay pr o mpte d Mars to concen- 
trate on multipack, take-home mar- 
ket. "The multiple retailers may 
negotiate mere strongly, but they can 
be serviced more easily once approval 
has been established.'” 

Mars already claims 18 percent of the 
multi-pack, in-hand sector, and In Octo- 
ber last year began selling single bare 
through frozen food retailers. 

tfAR co nclude s: "Mars bas trans- 
ferred its brand from confectionery into 
ice-cream, and has retained toe brand's 
integrity. We now expect Mars to sup- 
port the new product heavily and con- 
sistently if it is to be a real stayer in the 
market place." 
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A place to take the family 

Maggie Uny on the introduction of US-style Hom erun shops 


rolled out in the UK pud across 15 other 
European countries. 

For the UK launch. Mars spent a rela- 
tively modest £500£00 on television and 
press advertising though a further sub- 
stantial sum was poured into a nation- 
wide poster campaign. 

The thrust of the campaign so far has 
to persuade consumers that fh« 
icecream bar is as good a product as its 
confectionery parent. The quality of the 
product had to be stressed to justify the 
premium price — ’ around £2 for a pack 
of four bars. 

“Mars hxyg tpiwn t he Hint the 
pohhc would pay for a very good prod- 
uct and it seems to 1 have come off so 
ter," says KAE. • 

It adds: "The balance between quality 
amrt price will remain of *iw key 
questions for new products in the 1990s 
and our vote is. In most cases; towards 
hi gher quality and price — as Mars has 


A lan Gaynor believes 
that video shops have 

great potential Not 
only are margins 
high, but video is one of the 
few growth areas in UK retail- 
ing at the moment But Gaynor 
- formerly of W H Smith’s Do 
It AH do-it-yourself chain, and 
the man brought In to sort out 
Underwoods, the chemists, 
only to see the chain sold over 
his head to Boots last year - 
appreciates that there are prob- 
lems to be overcome. 

- Many shops portray a sleazy 
image and suggest that the 
"dirty mac” customer is more 
welcome than the family . Also, 
the video retail format is still 
mainly in the "corner shop” 
stage of its evolution. While 
such shops offer convenience, 
they do not necessarily carry a 

large selection. ! 

One group attempting to 
overcome bom these problems 
by going straight to the "super- 
store” category and presenting 
itself as a “femfiy” store is the 
brainchild of Alan Gaynor. 

Called Homerun, it is 
unashamedly based on an 
American format. Backed by 
the personal money of Gary 
Ktesch, the American who 

tuns qnyibgr, flw City rivaling 
firm, Gaynor set up Homerun 





Hdpmn staff. can take a video home tree every (right 


65 per cent of. UK TiniMte ih oUht 
have a video recorder, only a 
quarter rent videos. 

Gaynor felt that people were 
put off by the existing video. 
Shops, and plarmpd HomefTIUl 
to avoid the pitfalls he saw in 
the others. The format has 
hem designed with video rent- 
ers 1 complaints in mfavl. 

Although some shops are 
charging cm a year or more. 
Renters at Homerun do not pay 
a memboship fee - the shops 
are open from 10 am to 10 pm, 
seven days a week, and outside 
those hours renters can return 
videos through a letterbox. 
Fifty copies of each of the top 
HrtM are h riii in writ stare so 
that people wanting to rent the 
latest films released on video 
should not have to wait to see 
them - that requires a big 
investment since each copy of 
a top title film costs around 
£50. making £2,500 of 'stock for 
each top title per shop. 

Customers can pick tip the 
actual tape they want from the 
shelf rather than having to 
take the box to the- counter. 

As in many shops, the stock 


is divided into sections such as 
"drama”, *!sport*V “comedy”, 

' “adventure”, and "romance". : 
Gaynor also wants the staff to 
become knowledgeable about 
the stock and each employee is 
allowed to take' a different', 
video-home freeevery night — 
so long as it 1 is not always 
Rambo - so that' they can - 
advise enstteners <m films. 

Films are:. rented for two - 
nights, not one, at £3 for a top 
title, £JL50 for a "Bbrary” title 
and £L50 for a children's film; 
there are 6,300-titles in stock, - 
including 1,600 children’s WTma. 
Die films are classified into 
universal, FG and 18 catego- 
ries; no “restricted 18” titles 
are stodted. There- tea {day 
area where children can watch 
videos such as Thomas the ' 
Tank Engine, while roiling on 
cushions. 

The shops also sell videos; 
yMwmg h tnU -iji not nearly as 
profitable as renting, it is a tes- 
ter growing market People can 
buy confectionery to munch 
while watching a video; Gay- 
nor is considering installing : 
pop-corn machines. 

Every film has an individual ' 
number in the computer so 
that each time it te rented it is 
logged out and' checked hack. 
This gives valuable informa- 
tion about the popularity of a 
particular title,- tells, when a 
film starts to make a profit, - 
and when a tape is reaching' 
the end' of its usefol life. . ' 

Each customer’s rental . 
record is available from the ‘ 
computer, so that eventually- 
marketing efforts could be 
directed at' particular custom- . 
era - for example, if someone 
has a propensity to rent soppy 
romances they can be told 
when new titles in the section 
appear. And if a customer ; 
repeatedly britigBfrftok films in . 


a damaged state, the computer 
will alert staff. 

The first Homerun shop 
opened at the beg innin g of 
December last year* and four 
are open , now. : ini Catford, 
south-east London, Ealing and 
Harrow in west. London, and 
Datou, north "Of London. After 
a pause for breath and- to 
assess experience to iter, the 
plan is to have 20 by the end of - 
-Homerun’s . next financial year 
in . March 1991. Thereafter the 
target is 150 shops in five 


The shops have about 5900 
sq ft of sales area, ter larger 
than the average corner shop 
or even the shops: ran by 
chains such as Our Price 
Video, part of W H Smith. 

The turnover generated has 
to^be large to pay for such a 
size. Home ran is aiming at 
areas with a substantial popu- 
lation in the catchment area - 
those within 8 minutes, 
-whether on foot or by car, of 
the store. • 

. Brian Mattingley, the 
finance director, reckons a top 
title needs to be rehted a total 
of 20 timesto pay for the cost 
of buying it. and to cover the 
overheads of stocking it. For a 
‘library, title, foe which Home- 
ran-might pay £7, the total 
number of rentals before mov- 
ing into a true profit is seven 
times. 

The four existing shops are 
located in areas of differing 
sodaL types; when Joining rent- 
ers have to produce proof of 
identity, showing their home 
address. While in Catford 
social security books were prof- 
fered, in Hartow credit cards 
were, more' popular. Even so 
there have been some sur- 
prises, Gaynor says; the film of 
Carmen, the opera, has proved 
particularly popular In CatfimL 
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held at Regency House, 101 Hagiey Road, Bdgbaston, 
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Special Resolution, for an Older prohibiting the payment. 
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A POWERFUL NEW FORCE HAS ARRIVED. 

THE FIRST, COMPLETE SYSTEMS INTEGRATION COMPANY. 













We’ve increased our number of flights to the land down under from 11 to 12 a week And you can leave from either Heathrow or 


Manchester. So now nobody flies to Oz more often than we do. But then being Australian, we simply love flying home. For more information 


contact your local travel agent Or call Qantas Reservations on 0345 747767. 
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Qatar’s gas reserves 
should guarantee its 
prosperity for the 
next 200 years. Yet ; 
indecisiveness is 


holding back full exploitation of the 
deposits. The authorities will find it 


tough to fulfil the hopes of a people 
awaiting the fruits of the North 
Field Gas, Vidor Mallet reports 

Time for bold 
decisions 


QATAR has begun the decade 
in a hopeful mood. After the 
eight-year war between Iran 
and Iraq and a Jong recession 
caused by lower oil prices, 
Qatar and its neighbours are 
optimistic about the prospects 
for economic growth. . 

For Qatar, the future rests 
on natural gas. its 6£L produo- 
tlon capacity is expected to 
decline, but the world's largest 
known gas reserve not associ- 
ated with oil - the North Field 

- lies largely in Qatari territo- 
rial waters. Hie field is expec- 
ted to start gas production for 
domestic industry early next 
year, and Qatar has plans to 
exploit the reserves further for 
exports to its fellow Gulf states . 
and Japan. The gas should 
guarantee Qatar's aiready envi- 
able prosperity for awnthar 200 
years. 

It was not always thus. The 
area around the Qatar penin- 
sula did not Impress the 22th 
ce n tu r y historian al-Idrisi, far 
spite of the valuable guano cot 
lected there by passing sailors 
and sold in Basra for fertiliser. - 
"On the shore of the Sea of 
Qatar," al-Mriai wrote, “there 
are no Inhabitants. It la' a 
dreadful place." 

Times have changed with- 
increffiing rapidity since those 
words, cited by Mr Oarwish at 


Far ct the National Museum, 
were written centuries ago. 

TI wHI tpwmrty Qatar aaa farn»H 

for Its pearls, and today it is 
the quintessential oil state, a 
country of only 80,000 citizens 
- outnumbered three to one 
by migrant workers - which 
has been catapulted into the 
20th century by its new-fottnd 
wealth. A generous welfare 
state free of taxation and 
equipped with a modern Infra- 
structure is firmly in place. 

Nineteen years after inde- 
pendence from B ritain arid is 
years after he took power. 
Sheikh XhflBfa bin Wamail al- 
Thnrrl +fm Kmhr of Qatar, Is 

now embarking on a less dra- 
matic but still significant 
period off reform. 

In July last year the ruling 
family announced an unprece- 
dented government reshuffle, 
promoting a younger genera- 
tion to cabinet posts previously 
occupied by cautions old hands 
or simply left vacant on the 
death of the incumbents. Seven 
ministers were dropped, and 11 
newcomers brought in, 
although, -the senior, jobs 
remain hi the hands of al- 
Thanl&mily members. 

dim several reformist 
tendencies have been intro- 
duced or reinforced in what . 
remains m intensely cousesrva* 



Qatari children wQ be 


tive fafamte society. The visa 
system has been liberalised to 
smooth the way for business 
visitors, and a trickle of tour- 
ists Is being encouraged for the 
first time , by allowing hotels to 
sponsor holidaymakers and 
increase OX only marginally) 
their Inadequate room occu- 
pancy rates. Expatriates can 
now more easily s witc h Jobs 
ami sponsors In Qatar, and tfat 
foreign wives of Qatari men, 
previously excluded, are now 
allowed into the country. 

After years of budget and 
current account deficits, Qatar 
is also looking for ways to 
involve private companies and 
Individuals in the respansfbiU- 
ties of running a modem 
industrial Hmcrnnw econ- 
omy. ft would be going too for 
to speak of austerity, but some 
licence foes have 
been raised and there is talk of 
charg in g Qataris for hitherto 
free water and electricity if 
they use more than a fixed 
amount Foreigners have so for 
home the brant of the govern- 
ment’s belt-tightening mea- 
sures in the form of lower sala- 
ries. They already pay for their 
water and electricity, ami the 
authorities are planning to 
charge Arab expatriates for 
state education. 

Having trimmed defence 
spending, shelved some costly 
building plans and delayed 
road maintenance, the govern- 
ment has recently raised 5600m 
in foreign loans for gas devel- 
opment nthgr expendit ure, 
and it has shown signs of 
wanting greater foreign, pardci- 


QATAR 


of » pro spero us f uture — tie world's largest known gas re s erve not associat e d wfttt oB lies tat Qatari territorial waters' 


Mow foreign b ustaesanen fe ar 
that Qatar may miss the boat 

Qatar's ml industry and the 
business community are 
already the impact of 

delayed public investment, and 
only the sharpness of the reces- 
sion has prevented the effects 
from becoming critical. Exist- 
ing gas supplies, as well as 
gas-powered electricity gener- 
ating capacity and desalinated 
water output, are utilised to 
the full, a situation which win 
restrain economic expansion 
nntn the remedies now being 
implemented are complete. 

The Qatari government has 
generally been criticised not 
for wild extravagance or misdi- 
rected Investm ent but for its 
unwillingness to decide priori- 
ties. With tWg in mind it hag 


pation in financing big pro- 
jects. At home it is urging pri- 
vate companies to participate 
in ventures which were once 
the preserve of the state, 
including a proposed power 
station and water desalination 
plant 

"Policy now is tending 
towards having a larger pri- 
vate sector participation in a 
lot of government expendi- 
ture * says Mr Kamal All 
Saleh, director-general of the 
Qatar Chamber of Commerce. 

The new cabinet, however, 
will find it a chaltengmg task 
to faiffl the expectations of a 
country eagerly awaiting the 
fruits of the North Field gas. 
Even members of the govern- 
ment admit that they are ham- 
pered by their own unreliable 
cgwnftwto statistics, although 
budgeting fortunately errs on 
the side of extreme caution 
rather than over-optimism. 

Sheikh Hama d bin Khalils 
al-Thani, the Heir App ar ent 
and Defence Minister, is 
admired for his reformist 
efforts and has been given 
increasing responsibilities by 
bis father to pave the way fora 
smooth transition of power 
when tiie tn»» co rnea 

Sheikh Abdul- Aziz bin Khal- 
ifa al-Thani, Shcnrh Hamad's 
half- broth er , t p ™ ™ Minister 


of Finance and Petroleum but 
has moved into the back- 
ground since the days when he 
was thoug ht of as the ftzture 
Emir. In the meantime the 
Qatar Monetary Agency, the 
central bank, has been given 
an enhanced role with the 
appointment of a governor 
mth ministerial rank, Mr 
Abdullah RbaHd al-Attiya. 

There are stiD USOO male al- 
ThaniS vying for i»fhyn(y t and 
the young cabinet members 
Sheikh Hamad helped to 
choose - particularly those 
outside the royal family - 
remain cautious and deferen- 
tial to their predecessors, who 
in turn are unwilling to lose 
the trappings of power. 

Perhaps to a greater extent 
tham other Gulf states, Qatar 
suspects foreign companies of 
trying to exploit its inexperi- 
ence in business matters. Such 
-Wariness is nuder nta mrialito for 
those who recall the years of 
the oil boom, but there is 
always the danger that the cost 
of Qatar’s ftirtecisiv eness wfll 
be greater than the savings to 
be made by its caution. While 
Qatar and its potential foreign 
financiers have hesitated over 

an nT i imfnlnni Tran, Bah- 

rain «nri Dubai have forged 
ahead with thei r own plans for 
c onstru ction or expansion in 


the same ffaM- . 

The future of Qatari gas 
exports is an even more impor- 
tant issue. Discovered in the 
1970s, the gas from the first 
phase of the North Field devel- 
opment should start flowing 
into Qatar — mainly for 
domestic purposes - in 1991. 
No deal has yet been agreed for 
pipeline exports to the Gulf 
itself or for a mUlti-MHion dol- 
lar investment in overseas 
shipments of fiquefied natural 
gag and many Qataris and res- 



recently established a Supreme 
Council for Planning, a body 
charged with analysing the 
current economic situation and 
devising a long-term strategy 
in the form of annual and five- 
year plans. Among the main 
issues to be debated will be the 
value of attempting to promote 
industrialisation and the role 
to be played by outside capital. 

On the foreign policy front, 
Qatar has played Its cards care- 
fully as a member of the six-na- 
tion Gulf Cooperation Council. 
Dependent as it is mi the Gulf 
sea-route for exports and 
imports, Qatar was relieved by 
the ceasefire in the Iran-Iraq 
war in 1988. Last year Iran 
announced that one third or 
the North Field was In Iranian 
waters, but Qatar does not yet 
appear unduly concerned by 
Iran's stated aim of exploiting 
some of the gas for itself. 

Tension over Bahrain’s 
claim to Qatar’s western 
islands has eased following the 
flare-up in 1986, when Qatar 
raided a base being built by 
ftfljhrain 6n the islet of Fasht 
al-Dibal and briefly abducted 
the construction workers. 

Curiously, Qatar's most 
active dispute is with the US, 
which has frozen military co- 
operation to back its demand 
for the return of a dozen or 
more Stinger hand-held 
ground-toair missiles. 

Qatar had asked to buy 
Stingers, but had been refused. 
Washington was therefore out- 
raged when a Stinger was spot- 
ted at a Qatari military parade 
in 1988: It is assumed that 
Qatar bought the missiles from 
the Afghan Mujahedin guerril- 
las, with whom it has good 
relations. 

Much more important in the 
long-term will be Qatar’s 
attempts to reconcile Its tradi- 
tional political system of rale 
by decree - and the strict 
Wahhabi Is lamic beliefs tha t 
most Qataris share with their 
powerful neighbour Saudi 
Arabia — with the commercial 
and social influences of the 
outside world. 


KEY FACTS 

Ruler; Sheikh Khalifa bin 
Hamad al-Thani, the Emir 
of Qatar 

Population: 350,000 
(estimated 80,000 Qataris) 
Current exchange rates 
(Feb 90): $= Qatar riyal 
3.64; £— Qatar riyal 6.17 
G DP at market prices: 
1988 5.3 ($5.1bn) 

Real GDP growth: 

1.5% (2.0%) 

Exports: 1988 $2,5B0m 
($2040m) 

Imports: 1988: 5910m 
(5900m) 

Current account 
-5260m (-5131m) 

Total external debt 5724m 



A proud tradition. 


Over the years, Mannai Corporation has been involved in providing services 
in various fields both in the commercial & industrial sectors. 

.MANNAI INDUSTRIAL DIVISION 

proudlly preserves this tradition by combining five different companies, 
under one group, offering a wide range of services and facilities in the Oil, 
Gas, Construction and Power Industries. 

MIDEAST CONSTRUCTORS . 

Construction, Design Engineering, Fabrication and Maintenance. 

MANSAL OFFSHORE 

Supply of Vessels & Accommodation Rigs, Diving, Sand Blasting, 
Water Jetting & Structural Installations. 

MANNAI MARINE 

Fabrication of “Jackets” for the Chi & Gas Industries, Repair 
& Quality Control Services. 

MANWEIR 

Machine Workshops, Back-up Sales & Services to the Exploration, 
Production & Downstream Industries. 

TECHNICAL SERVICES 
Detailed Engineering Services & Industrial Products. 


MANSAL OFFSHORE 

P.OJBox 1310, Doha, Qatar, TeL425755 

Telex: 4279 MANSAL DH,FAX 433626 

MANWEIR 

P.O.Box 4038, Doha, Qatar, TeL8101U 
Telex 4765 MANNAI DH, Fax 601883 



P.O.Box 
Telex 4293 

MANNAI MARINE 
P.O.Box 8776, Doha, Qatar, Tel-415025 
Telex 4293 MECON DH, Fax 415174 


TECHNICAL SERVICES 
P.O.Box 3325, Doha, Qatar, TeL 415025 
Telex 4293 MECON DH, Fax 415174 
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Hunter Reynolds reports on the state’s inability to capitalise on its huge natural gas deposits and, right, its modest oil sector 
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Golden asset waiting to 
be profitably exploited 


QATAR'S hopes for future 
prosperity Me in the shallow 
waters of the Galt A 6,000 sq 
km area north-east of the 
Qatar peninsula is home to the 
world's largest gas field. With 
recoverable reserves of 150 tril- 
lion (million million) cubic 
feet, the North Field has the 
potential to provide Qatar with 
huge quantities of gas for the 
next 200 years. 

Natural gas is widely 
regarded as the fossil fuel of 
the future. With environmental 
concerns beginning to make an 
impact on energy consumption 
patterns, the burning of dirty 
fuels such as coal and oil is 
likely to give way to the 
increased use of dean energy 
sources such as gas. 

But Qatar has so far been 
unable to turn its biggest asset 
into an immediate source of 
cash to help put an end to four 
years of current account and 
budget deficits. Plans to export 
large quantities of liquefied 
natural gas to Japan are being 
delayed by the difficulty of 
finding buyers prepared to 
commit themselves much 
before 2000. 

“No one doubts the 
long-term future for Qatari 
gas,” comments (me Gulf-based 
oil analyst, “but in the short 
term it looks like they have 
missed the boat." New LNG 
projects in Australia, Malaysia 
and Indonesia mean that Japa- 
nese utilities are largely com- 
mitted for the time being, and 
industry analysts believe 
Japan will not need a new gas 
source Until 1998. 

Qatar dearly remains hope- 
ful that increasing riamand win 
lead to the signing of enough 
contracts to justify the bund- 
ing of a liquefaction plant The 
Qatar General Petroleum Cor- 
pora tion(QGPC) has brought 
together a consortium that 
includes QGPC with a 70 per 
cent stake as well as BP, Total, 
Marubeni and C. Itoh to launch 
the project The group, known 
as Qatargas, is to operate an 


LNG plant using gas suppled 
by QGPC. Qatargas is cur- 
rently preparing a marketing 
rwm pflign aimed at attracting 
Japanese electricity generating 
companies into signing firm 
long-term contract s . 

Industry analysts point out 
that the LNG market still only 
accounts for 3 per cent of 
world gas production and that 
from t his low base there is 
plenty of room for expansion. 
Forecasts made by the Shell 
group, the world's largest gas 
supplier outside the Soviet 
Union, predict that LNG 
demand amid rise from 43m 
tonnes per year in 1988 to 62m- 
79m tonnes by 1995 and possi- 
bly to as high as lSOm tonnes 
by 2010. 

QGPC’s managing director, 
Dr Jaber al-Marri, can take 


Qatar has been 
unable to turn Its 
biggest asset into a 
ready source of cash 


take comfort from such figures. 
In recent months, he has taken 
an active personal role in the 
search for potential buyers. He 
has made several trips to 
Japan as well as giving a series 
of detailed presentations at 
international meetings 
attended by leading gas con- 
sumers. 

The Qatargas project calls 
for the construction of an 8m 
tonne per year gas liquefaction 

plant anil thn Mmwwwriflnhig 

of a fleet of seven LNG-carri- 
ers. The total cost of the proj- 
ect is estimated at $4bn or 
more; the -plant will cost 
SL4bn, the ships $I.4bn and the 
figw development yi ftw it js 
not clear how Qatar plans to 
finance its share. 

All Qatargas needs is to sign 
two big co n tract s to go ahead 
with the project. The consor- 
tium is currently hoping to 
start by si gning a 4m tonne per 
year contract with Chubu Elec- 


tric Power. Qatargas sources 
say they are confident that 
once one contract is si gn ed, 
others will fallow. 

Qatar, however, will need to 
formalise the details of the pro- 
ject before Japanese companies 
sign any new contracts. In par- 
ticular, it will have to agree on 
pwam-jng ewH the plant inlet 
price far the gas. 

A bid to find regional buyers 
is looking more hopefuL The 
emirate of Dubai wants to sign 
a contract for 200m cu ft per 
day rising eventually to 1,000m 
cu ft to supply industries at 
tiie Jebel Ali free zona It also 
needs the gas to re-inject into 
its offshore fields in order to 
maintain rapidly falling oil 
pressure. Talks on an underwa- 
ter gas link between Qatar and 
Jebel Ah have been going on 
for over a year. 

Flans sponsored by the Gulf 
Co-operation Council fop a 
regional ***** grid linking Qatar 
with Bahrain, Saudi Arabia 
and Kuwait were also dis- 
cussed at a recent ministerial 
summit in Abu DhahL Kuwait, 


in particular, needs gas for its 
industrial d 


development and 
feasibility studies for the grid 
are under way. 

Meanwhile, there is good 
news for ga&hungry domestic 
consumers in Qatar. Officials 
say the $L3bn Phase 1 of the 
North Field development proj- 
ect which aims to supply focal 
users with 600m cu ft off gas. 
will come onstream early 
year. 

QGPC has almost completed 


the drilling of 16 wells, and 
early this month it began the 
installation • of • two well-head 
plfltfjfwmg. Six Other plntftwm* 
will be installed over the com- 
ing months. A twin pipeline to 
carry gas and petroleum liq- 
uids to a new processing plant 
at the Umm Said industrial 
area via the onshore station at 
Ras Laffim in the north of the 
Qatar peninsula has been com- 
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pleted. A second pipeline with 
capacity for 400m cu ft linking 
Umm Said with the onshore 
Dukhan field to be used for the 
re-injection of excess gas is in 
the process off being completed. 
In total, 550km of pipelines are 
being laid. 

A gas treatment plant and 
two SOfiOO cu m tanks are cur- 
rently being constructed at 
Umm Said. Initially 1.65m 
tonnes a year of liquid petro- 
leum gases and natural gas liq- 
uids will be e xpo rte d raising 
up to $200m a year, which will 
help recoup the cost of the 
Phase 1 project. 

Qatar is short off electricity 
and Phase 1 will allow the 
planned expansion of the 
power station at Ras Abu Jun- 
tas, south of Doha, putting an 
end to load-shedding during 
the summer months of peak 
demand. Siemens was recently 
awarded a contract to build 
two new gas turbines which 
win increase the power sta- 
tion's capacity from 140OMW 
to 1.40Q8CW. 

Qatar has been under severe 
pressure to bring Phase 1 of 
the' North Field onstream 
because other sources of gas 
are rapidly faffing its pr in ci pa l 
source is the Khuff gas reser- 
voir where production peaked 
in mid-1987 at 600m cu ft 

Output is projected to foil to 
less than 300m cu ft by the end 
of tills year addle peak sum- 
mo: demand in Qatar' is esti- 
mated at dose to 600m cu ft, 
according to a recent paper 
presented by QGPC’s Dr 
al-Marri. Production of associ- 
ated gas from onshore and off- 
shore fields is put at around 
150m cu ft 
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MORE than haw a c entury has 
passed since an ml exploration 
team first found oil m Qatar. 
In 1939, the geologists of the 
Qatar Petroleum Company 
lacked today's highly sophisti- 
cated seismic equipment to 
look for subterranean oil-bear- 
ing structures. Working 
through observation of the sur- 
face geology, they started dril- 
ling on a large mound in the 
south-west of the Qatar penin- 
sula. Their discovery turned 
out to be Qatar’s largest , oil 
find , the Dukhan ffrfd- 

Production at Dukhan was 
delayed by the Second World 
War but the field finally came 
onstream in 19© and bag been 
faithfniiy producing oil ever 
since. Output reached a peak 
of 210,000 barrels a day in 1981 
but has since fallen to around. 
170,000 b/d. 

Qatar's impressive infra- 
structure is the result off the cdi 
price rises during the 1970s and 
early 1980s inspired by the 
Organisation of Petroleum 
F» p <tr i m g Countries, of which 
Qatar is one of the smaller 
members. 

Its recoverable oil reserves 
are currently believed to stand 
at a meagre 2L5bn barrels, one 
hundredth of Saudi Arabia’s, 
and Qatar is prod ucing full tilt 
at up to 400400 b/d. 

Ou production, especially 
from offshore fields, is set to 
decline sharply by 1995. The 


Offshore fields fast running dry 



discovery of the giant North 
Field gas res er ve s wifi eventu- 
ally give Qatar a financial 
reprieve, but delays in exploi- 
tation of the gas will leave aft 
as the primary source of 
income for the most of the rest 
of the century. 

Qatar’s emphasis in the 

ghnift tprm fa fo maintain ft s rrfl 

production at current levels tap 
the next 10 years. The Qatar 
General Petroleum Corporation 
(QGPC) is planning to extend 
the Dukhan field and has 
invited tenders fra: equipment. 
A total of 19 new wefts will be 
drilled at an estimated cost of 
$100m. When the project Is 
complete In two or three years 
an extra 50,000 b/d of extra 
capacity will be* added to 
onshore production, which will 
go some way towards compen- 
sator for redact oSshore pro- 
duction. 

QGPC is also planning to put 
into ^f f^^t an enhanced second- 
ary recovery programme at the 
Dukhan field- The project will 
involve drilling new wells and 
installing water-injection units 
to maximise production at the 
field. 

Offshore production trends 
are more worrying. The grids 
are fast running ont and indns- 


GNP 


Percentage growth 
40% 


20% 


20 % 


40%: 



offshore production piaffanwn 
in urder fo repair or replace 
equipment suffering from sea 
corrosion. Further production 
.cutbacks are expected this 
year.. ' ■: 

Exploration... activities in 
Qatar -are continuing. In-1966, 
Amoco was awarded, most- off 
onshore Qatar for exploration 

and baa Tnaifa .-i ^wfim^ p fwHgtt ' 

covering S.OOOsq tor. Last 
year, the company drilled three 
dry wells but is planning- to 
drill a Author four wells within 
the jwxt 33 months. 

Company officials say that if 
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try sources say that by 1995 
production wifi be down from 
200400 b/d to fe wer than 5&000 
b/d. Lack off maintenance has 
also had an effect on produc- 
tion from offshore fields. - 
When col prices coDapsed in 
1986, QGPC was forced to 
respond to the fell in income 
by reducing expenditure oh 
vital maintenance work. Last 
year, it dosed down some off its 


no ofi. is found after the next 
roun d off drifting; they. trill .call 
ftadayand puS out Amoco is 
the last of many companies 
which have explored the icon- 
cession and by next year 
onshore Qatar will effectively 
be folly explored with, limited 
potential for farther activity. : : 

Limited offshore exploration, 
is' alSO going ahnml. SfanHhw l 
Oil pulled out of a block off the 
l-east coast of Qatar last 
following, its acquisition 
BP. A smafi gas and conden- 
sate field was discovered at al- 
Karkara but was . found la ;be 
uneconomical nmto - t h e - iim-mw 
of the original production-shar- 
ing deal signed with Qatar. 


Standard Oil tried to renegoti- 
ate the. terms of the- accord in 
okder to develop the field hut 
foiled, to do so and was forced 

topufiouL 

France’s Elf . Aquitaine 
recently «*j gnfid a production? 
shari ng agreement allowing it 
to* explore an offshore block 
east of the North Field. The 
block was previously explored 
-by Shell which withdrew after 
seven dry wells. The French 
- company is currently studying 
seismic reports and plans to 
drill two. wells this year 
starting in October. .- 
.-'Meanwhile, industry sources 
say. that there are no signs at 
pres en t of any exploration in 
Qatar’s most promising zone 
known as Block 3. S i tua t ed off 
~ the west-coast of Qa t ar nex t to 
the onshore Dukhan field, 
Block s includes the islands 
..which, are .the focus of a 
long-s tanding territorial dis- 
pute with neighbouring Bah- 
rain. 

A political compromise will 
have to be reached, before 
exploration can go ahead but 
industry ..sources say there is 
no' sign of such an accord. The 
• concept of joint exploration is 
not -on the cards, for the time 
bring at least. 


Victor Mallet on the impact of recession on the trading houses 


Cutbacks and casualties 


FALLING oil revenues and 
government spending cuts 
made the late 1980s a difficult 
period for contractors and trad- 
ers in Qatar, and the exploita- 
tion of the country's gas 
reserves - together with a 

firmer rdl marto* — have only 

recently given the business 
community grounds for opti- 
mism. 

The professionally managed 
trading houses w e re quick to 
adapt to the recession, cutting 
costs by as much as halt hut 
the inexpe rienced soon found 
themselves with unacceptable 
overheads sod onerous debts 
to the banks. 

Qatar is a small, trade-depen- 
dent market of only 350,000 
individuals, most of tiipm 
migrant workers, and the 
impact of a fall in imports from 


Co nstru ction a ctivity 


Numberof permits 
4000 



more than Qatar riyal 7bn 
($1.9bn) in 1982 to around 
Qatar riyal 4bn a year over the 
past six years was tnmsnafty 
severe. In common with other 
Guff businessmen and officials, 
.Qataris Insist they are pleased 
that the economy has found 
equilibrium , at a realistic level 
of activity after the oil boon 
years, even if they sometimes 
say so through gritt ed teeth. 

•Generally past Hpradg 
was not very good except tar 
the first two year s,** sa ys Mr 
Kamal AH Saleh, director-gen- 
eral of the Qatar Chamber of 
Commerce. “But we are feeling 
that there is a ttttte i mp rove- 
meat in our imports now. We 
feel that the g o vernm e nt will 
be - tending to spend more 
because of its expenditure an 
th*» North Dome gas field (the 
North Held).” 

Substantial and immediat e 
economic expansion is 
restrained by the current 
shortage off gas, electric ^power 
and desalinated' water, 
although the first phase of the 
North Field development will 
ease these problems from early 
next year. In the meantime the 
gov ernment is gradually dflufr- 


ing its paternalistic policies 
(and trying to save money) by 
urging the private sector to 
take charge off at least some 
aspects of Qatar's economic 
development - including 
power and water production. 

There are several large pri- 
vate groups which could be 
persuaded to take up the gov- 
ernment's challenge. The best 
known is the Maraud Corpora- 
tion, a company already 
involved in trading, manufac- 


turing, transport, engineering 
and technical services. Mr 
Ahmed Mannat, the chairman, 
attributes the group’s success 

to wirtfiil h ml ffd.ln g and sped* 

aitottinn; he says he deliber- 
ately avoided the civil engi- 
neering sector where more 
than ioo operations were com- 
peting for a ahrlnlring warlrpt 

.“In 1983 we saw there was 
some recession,” he says. "We 
shook up the c o rporation. We 
cut costs by almost 40 per 
cent.” Mr Manna i is hopeful 
about tire long-term benefits off 
the North Held, but does not 
antic ip ate a fester eco- 
nomic pace until 1992 in spite 
cf a slight improvement last 
year. 

Mr Abdullah Kassem Dar- 
wish, who runs Darwish Trad- 
ing — pert of the wide-ranging 
family co mpany Kassem Dar- 
wish FaRhroo and Sons — 
takes a similarly cautious 
view. Be says he hopes, that 
the recession is coming to end; 
and that last year was the bot- 
tom of the depression. 

“A lot of people here in 
Qatar have just been staying 
afive rather than concentrating 
on making a profit,” he says. 
“We had to cut staff, reduce 
our overheads and change our 
strategy. Cash was our priority 
and we were less willing to 
give credit” 

Qatari contractors have been 
badly affected by delayed pay- 
ments from the state, and same 
off them say the government 
would find it easier to cajole 
the private sector into heavy 
industry and public^etviees if 
ttriearedtheair by payingits 
debts in full. 


In 1988 tiie backlogwaaesti- 
mated at up to Qatar riyal 31m, 
with payment delays off around 
a year, abb nig h the amount is 
now thought to have been 
reduced to Qatar riyal lbn and 
the delays have, shrunk; Mr 
Mannai put them as low as 
three to four months,' but other. 
c ontra ctors are still complain- 
ing of seven or eight-month 
delays. Some companies have 


resorted to withholding the 
pay off migrant workers for sev- 
eral wkmthg at a time. 

Local contracts stipulate 
payment “within a reasonable 
period” and a proposal has 
been put forward to tie the 
government to a 120-day limit, 
with a 6 per . cent interest rate 
penalty for money owing after 
the due d&te. If the government 
continues .to . reduce the back- 
log, however, the scheme may 
prove unnecessary. . 

Contractors have in the 
-meantime seen their profit 
margins eroded by the delays 
and the cost off bank borrow- 
ing;' "and some have been 
mtthfa to service their loans. 
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BANKING 


New regime in the offing 


IT WOULD he an 
overstatement to say that 
laea are racing in the Qatar 
nfcfng community, but gov- 
ernment reshuffles and the 

to^devriop the country's gas 
reserves -have raised bankers’ 
hopes of an increased level off 
flnflnrifli activity. 

After several years of reces- 
sion and a long period off uni- 
maginative .leadership by the 
regulatory authorities, Mr 
Abdullah KhaUd al-Attlya was 
appointed in January as gover- 
nor of the Qatar Monetary 
Agency. Mr ai-Attiya, a 
respected banker who ran the 
Qatar National Bank (QNB), 
will have ministerial status to 
Ms newly-created post, and he 
appears determined to modern- 
ise the Qatari banking system 
as soon as be can. 

One of bis first aims will be 
to liberalise the rigid i n te re st 
rate structure. At present the 
14 local and foreign banks in 
Doha may lend only at 
between 7 per cent and 9.5 per 
cent Interest, and pay only 
between 43 per cent and 7 per 
cent on customers’ deposits. 
The flotation of interest rates 
win certainly be evaluated in 
tiie near future,” Mr ai-Attiya 
said in an interview. 

Bankers say the present 
Interest rate regime has sev- 
eral disadvantages, ft makes it 
difficult, for example, to lend 
profita bly to t he sm aller bor- 
rower without stringent guar- 


Mora importantly, Qatari 
money consta ntly flows out off 
the country in search of the 
higher interest rates available 
on dnifar deposits. With a fixed 
exchange rate for the Qatari 
riyal against the dollar, there 
has so- far been no risk 
involved, although the small 
Interest rate differential at the 
Tnnnyr rt means the problem of 
capital flight is not as serious 


as it has been. 

Qatari banks have in any 
case found ways of bypassing 
the interest rate limits in the 
past. Banks needing riyal 
deposits have paid effective 
interest rates off more than T 
per cent by giving the cus- 
tomer a cash "gift” which 
earns Interest together with 
his actual deposit, thereby 
increasing the overall yield. 

Ur ai-Attiya says he is anx- 
ious to redirect Qatari mosey 
away from dollar deposits and 
into local economic develop- 
ment, but he Haa no ffiwrimui 
about the capabilities of a com- 
mercial banking sector with 
only about Qatar riyal 20bn 
($5,4bn) to total assets. - - - - 

Ur al-Atttya is still on the 
board off QNB, the 50 per cent 
state-owned bank which domi- 
nates roafkpt. He remains 
confident both about QNB - 
where profits are running at 
more than Qatar riyal 200m a 
year - and the other Qatari 
banks, in spite of the poor 
quality of many loan portfolios 
following non-payment of debts 
by companies and influential 
individuals. 

1 He plans to I m p ro ve the capi- 
tal adequacy of banks by 
inft pftastng the Level, of .capital 
and reserves as a proportion off 
total assets, perhaps to 8 per 
cent from 6 per cent now. Mr 
ai-Attiya also hopes to ease tiie 
bsd debt problem by creating a 
specialised QMA unit to evalu- 
ate creditworthiness, and he 
intends to separate the QMA's 
normal functions from its cur- 
rent role as the government's 
tax adviser on banks. 

The tax Issue is regarded as 
particularly important by for- 
eign hanks - they pay tax at 
up to 50 per cent (a punitive 
rate by Gulf standards) while 
the local banks are exempt - 
because there appears to be a 
conflict of interest between the 
QMA's two functions. It cannot 


squeeze tax revenue out of the 
banks at the same time as 
applying a cautions policy on 
bad loan provisions. 

The QMA has been criticised 
for cutting foreign banks' nro* 
visioning requests by as much 
as three quarters, but it is 
under pressure from smaller 
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local who favour only a moder- 
ate provisioning policy. 

Some foreign bonk* also 
resent what they regard as 
unfair discrimination by the 
Qatari authorities in other 
areas. In practice, for instance, 
they have not been allowed to 
arrange performance bonds for 
oil and gas projects such as the 
North Field gas development, 
although theoretically they 
have the right to do so. 

There is concern about bad 
debts and about the slow prog- 
ress erf debt cases through the 
civil courts, but Qatar's adher- 
ence to the Wahhabi sect of 
M«n makes it difficult 'to give 
the issue of debt and Interest 
payments too high a profile. 

Officials' and bankers all 
agree that Qatar has too 
hanks fur the 
ness, and there was some sur- 
prise this month' when the gov- 
ernment approved the 
establishment off a new bank, 
the Qatar International Islamic 


Bank. 

Although -the government 
has been running a budget def- 
icit for -several years and Is 
Hkefy to continue doing so, Mr 
ai-Attiya . said there were no 
plans to' yield to 
from the banks and 
a treasury bill sys- 
tem similar to those in Saudi 
Arabia. Bankers, however, are 
likely to be delighted if he ful- 
fils his other promises. “If only 
10 per cent of his liberal argu- 
ments are implemented, then it 
will be a mini-revolution, 
one banker. 


Victor Mallet 
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Hunter Reynolds on an aluminium project dogged by indecision 

Back to the drawing board 
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THERE can be few better 
ex ample s of Qatar’s cautious - 
some would say too cautious - 
approach to the implementa- 
tion of new projects *fr«p the 
longs tanding plan to boild an 

aluminium smelter. 

For several years, Qatar has 
been examining the Idea as 
part of Its policy of attracting 
energy-intensive heavy indus- 
tries which will use gas torn 
the North Field. 

The seriousness of the pro- 
posal is not in doubt. An alu- 
minium smelter is the pet proj- 
ect of Mr Ahmed All al-Subafe, - 
the newly-appointed Industry 
Minister. Be previously headed 
the Qatar Steel Company 
(Qasco) as. ipell as presiding 
over the Qatar Executive A2u- . 
minium Committee, set Up by 
the government to look into 
the « project.-. 

Mr al-Snbaie has signed two 
separate letters of intent for 
aluminium p lants but both 
seem to bam been overtaken 
by events. 

The aluminium project will 
be the showpiece of a new met- 
als industry planned by . the 
ministry.' ? . 

In an interview With toe 
Financial Times, Mr atSnbaie 
said he was also actively 
looking for partners to build 
new plants to make ferro-al- 
loys, sponge iron, graphite 
electrodes and other products. 
The ministry's plans are to 
promote the projects and thep 
hand over the Qatari share of 
the ventures to small and 
med ium-sized private Qatari 

c wnpn niw _ ” 

Qatari officials negotiating 

toe fine print rtf the almrrin+mn 

smelter project with prospec- 


tive foreign partners have 
taken an exceedingly cautious 
stand cm toe project. Value for 
money and a reasonable Inter- 
nal rate of return' have been 
high on their list of priorities. 

. The first joint venture agree- 
ment with a foreign group fell 
through at toe last mmut 1 * arvt 
ih& second appears to have 
stalled In the past two months. 

In November 1988, Qatar 
signed a letter of intent with a 
consortium pot together by toe 
British company Qlvia House 
for the construction of a 
349,000 tonne per year smelter 
to come onstream in late 1991. 

The Olivia House chairm a n . 
MrPauiBraunec. took a lead- 


giant North Field now being 
developed.- 

The memorandum expired at 
toe end of January with both 
aides having tailed to agree on 
the final details of the project. 
Once again, talks stalled over 
toe question of toe gas price 
and tbere may also have been 
difficulties with arranging a 
ftmmriwg and ownership pack- 
age acceptable to both skfes. 

“New contacts are being 
made with potential investors 
in Europe and ton Pacific who 
have expressed interest in this 
project/*-;Mr al-Subaie said. 
Interested parties Indnde Fer- 
rostahl of West Germany and 
Norsk Hydro. 


For several years, Qatar has been examining 
the idea of an aluminium smelter as part 
ot Its policy of attracting energy-intensive 
heavy Industries which will use gas from 
the Vtorth.FIeld 



teg nde in the establishment of 
the AinwiiwiiTtn Bahrain (aitm} 
and. Dubai Aluminium (Dubai) 
smelters. Last year, following 
protracted negotiations, the 
deal tell through after a failure 
to agree on the price to be paid 
for the gas input 
Last October, Davy McKee, 
part of Davy Corporation, 
signed a memorandum of 
understanding with the Qatari 
government to Hia devel- 
opment of a 193,000 tonne per 
year aluminium plant and 
associated power and water 
desalination plant The project 
was to have, generated power 
rating wytmri gag from Qatar’s 
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IN QATAR the greenhouses 
are designed to cod the plants, 
not kero them warm. Fans at 
mm end pull the hot desert air 
through water-soaked absor- 
bent pads at the other, creating 
a cool breeze, as . toe water 
evaporates. Even this does not 
work aH the -time. When dr 
humidity approaches, 100 per 
cent is ton, muggy Qateri sum- 
mer, the evaporation effect is 
lost,. * i 

managing director -of toe Arab- 
QatariY^etableProducthui 
company at al-Shahaniyeh, 
west of the capital Doha, says 
there are dans to expand what . 
is already the largest green- 
house operation hi toe country. 

Tender documents are being . 
prepared for a trebHng.of the . 
area under cover to nine hect- 
ares, and work could start later 
tom year at a cost of several 
million dollars. The original 
$6m form, using cdznpiztezs to 1 
control the climate rod inject ;■ 
fertilisers into the irrigation - 
water, was buflt-ittjl98».ao4 .. 
managed at first byHVA Agro 
Industries ti the Ne£heflaBdg._- 
Ownership is now shared . : 
between the state of Qatar and 
the Arab Authority for Agricul- 
tural Investment and Develop- 
ment. • 

The extra indoor capacity for 
vegetables such as tomatoes, 
cucumbers and peppers 
packed at toe farm and sold by 
auction in the souk or directly 
to shops - should increase 
Qatari output enough to satisfy . 
winter demand for these prod-., 
nets. . . . 

In oommto-wfthetoer Qatari 
farms, toe dSoabatiydi pnf 


ling on 

ect Uses underground water, 
but requires its own reverse 
Osmosis plant to purify the 
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bur greetings 
and best wishes - 
. to HH toe Emir 
Sheikh KhalKrBin- 
Hamad aJ-Thanl, 

HH the Heir Apparent 
Sheikh Hamad- 
bin Khalifa AJ-Thani 
and the people 

of Qatar on the . 
18th Anniversary i. 
of His Highness •' 
the Emir’s ,. 
Accession. 
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We production is regarded 38 
something ot a success for 
Qatar's efforts to promote 
“food security”, and yet the 
shortage of good water calls 
info question the wtiole ldea of 
trytegto cultivate a land with 
no rivers dr streams ana little 
rainfall, Neighbouring Saudi 

Awrhta fa p ppr<pwri|| g afarilar 
jfnril^a : : : .• • ' 

; > iAte^^adsii figuz^^nw 
Qatar producing 35 per cent of 
its vegetable requirements, 
compared with around 60 per 
cent for wrfifc, 80 per cent for 
fish and only 8. per .cent for 
cereals. Food imports cost 
more than gaobm . a year. 
Although Qatar baa recentiy 
begun to use treated waste 
water for. farming, - there are 
team that the aquifer in the 
northeast will run dry by 2000. 

: The government is more 
optimistic. “Assuming that the 
rate of pumping from the 
underground a quifer continues 
nt ihe present rate- and if the 
State continues to sttffer’foom 
hevere lack'af rain - we think 
.that the underground water 
drill not be adequate for more 
than 20 years,” says Mr 
Mubarak All al-Khater, Minis- 
ter of Powtar and Water. • • 

At the gawmnatft Bodat 
al-Faras 50-hectare rroearch 
form in the north, Mr fozat 
Mansour, toe Egyptian super- 
visor, has noticed a gradual 
increase in water salinity at 
o&ft of his wells ova: the years 
but does not regard it as a seri- 
ous problem. 

“In 1963 when this form was 
started there. were about 200 
farms. Now there are about 900 
or more. In the market how 
yon will find lots of local pn>- 
duce/and very cheap,” he says. 

His farm tests imported' 
seeds and experiments with 
nei^ methods of irrigation and 
cultivation, as well as supply- 
ing 2 m vegetable seedlings and 
500,000 young trees for fruit 
and shade each year to Qatari 
farmers. The form grow s every- 
thing from fig trees and vines 
to eucalyptus and lettuce in 
temperatures ranging from 
three to SO deg C. 

The state gives free plants, 
pesticides and agricultural ser- 
vices in an effort to promote 
farming, although formers now 
have to pay a nominal one 
riyal for then- trees to the hope 
that they will look after them. - 

Qatar's budget deficits and 
its water shortage have damp- 
ened official enthusiasm for 
ffiversificatfoh into agricultnrer 
and at* present not more than 
5,00Qha of the SOJNOha of cuttt- 
vable fewf is -used, while ajeri- 
etdture aoootmtrfor only about 
png per ewit of gross domestic 
product. An experimental 
scheme usteg.toe beat of the : 
sun to desalinate sea water tear 
agriculture has been shelved. 

Most observers agree that |t 
is sensible to concentrate on 
vegetable, dairy and egg pro- 
duction for local consumption, 
rather than wasting water by 
attempting to grow too much 
wheat Total form output has 
been rising slowly, but it is dif- 
ficult to assess how much of 
the agricultural sector would 
he viable without gntonneait 
support.*- t v;. 1’. - 

- - - * 1 VhStefr MnHut 


As a result of the deadlock, 
the project will probably be 
delayed by at least another six 
months, and the plant Is now 
expected to come onstream to 
early 1993. However, Mr al-Sn- 
baie tosists that Qatar remains 
keen to proceed with. plans to 

h rriM thn gmaWnr 

Davy McKee has said that 
taikg are continuing to an 
effort to salvage the deal and it 
has asked for an extension of 
the validity of the- memoran- 
dum. A final costing of the 
project is being prepared. 

Qatar has been demanding a 
price of H per teSQkm Btn tor 
its forthcoming gas sales from 



PRIVATE SECTOR 

Change of tide 
on capital flows 


RACED with a squeeze on state 
finances yet anxious to go 
ahead with a programme Of 
industrial development, Qat- 
ar’s economic planners have 
embarked on a policy of 
encouraging private enterprise 
and directing private sector 
foods into new ve ntures . 

- Qatar is. not short at entre- 
paeneurial metchants an d toe 

BW ia c re ate d a pool of untold 
Individual wealth. But toe pri- 
vate rector has traditionally 
limited mdrit of its investment 
to construction and trading, 
ami the recent recession to the 
Qng ha s push ed hflHong of drfl- 
lazs of Qatari money into over- 

The recession has 
pushed Qatari money 
overseas. Government 
policy now alms to 
encourage the 
repatriation of capital 

seas markets. 

Government pf^cy now alms 
to change this and encourage 
the repatriation of ca p i t al, to 
the past the state has had frill 
control over heavy industries, 
either dir ectly or through the 
Qatar General . Petroleum Cor- 
poration, the state oil com- 
pany, but today toe authorities 
ate looking for private invest- 
ment. in electricity rod water 
as. well as a. new metals indus- 
try. Furthermore, the Ministry 
of Industry is pfenning to pro- 
mote small mid medium-sized 
industries for which it w ants 
the private sector to -take 
responsibility. 

Difficulties to arranging a 
deal Soar waning hnnefied natu- 
ral gas from the North Field to 
foreign customers have encour- 
aged the view among some 
Ctetazi officials that domestic 
Industrial development is a 
viable alternative source of 
revenue. 

ft is dear from the list of 
emerging joint stock compa- 
nies that the state is playing a 
leading' rale "«*iw than rely- 
ing on any wwim-al ffithndami 
from private businessmen. 
Indeed.-, some merchants are 
unhappy about what they 
regard as the government's 
lack ot business acumro, rod 
they are thought to regard 
flwfr hriHiwgg to the new ven- 
tures more as special tax con- 
tributions than as voluntary 
rod profitable investments. 
Nor. is ft certain that young 
Qatari industries will survive 
In an economy with such a 
wmii local market and hn-Hng 
substantial, tariff protection. 

The government envisages 
new todustrial zones to house 
bu sine s ses close to the e xi s t ing 
heavy industry complex at 
T hnm Said, south of Doha or to 
anew planned complex at Bas 
Tjffim , in ftg north of Qatar. 

to recent weeks, several new 
joint stock companies have 
emerged to swell the ranks ot 
toft dozen i w i rn w n teg 

with mnltiple shareholdings 
and the three big Industrial 
joint ventures. The new compa- 
nies are 

■ An electricity and water 
company, with a paid-up capi- 
tal of Qatar riyal Ion (8273m) is 
to. run a proposed 800BIW 
power and water desalination 


slant at al-Wnsafl. The state 
has a 40 per cent stake in toe 
venture, and founder members 
- fog companies and rich indi- 
viduals — have hero persuaded 
to fake 35 pro cent; companies 
such as Qatar National Bank 
and Qatar National Navigation 
and. Transport have bought up 
to Qatar riyal 50m of stock, 
while personal founders’ stakes 
are;pn6e&:*? Qatarriyafah. 
The remaining Qatar riyal 
2S0m is to be raised by offering 
shares to fbh ptt&Hc, probably 
to April. ' 

Alt hough mo st of to e com- 
pany will be to private hands, 
the state’s lrige stake rod its 
control over both the cost of 
gas inputs and the price to be 
paid for the power and water 
outputs mean the government 
will have a stranglehold an its 
profitability. 

■ The proposed Qatar Manu- 
facturing and Industrial Com- 
pany is expected to act as a 
kind of umbrella group, for 
investment in industrial rod 
small manufacturing enter- 
priser Studies have been com- 
missioned from international 
fftncnTtanta such as KtockniTO 
aimed at iden rifrtog areas into 
which private capital could be 
channelled. The government is 
taking a 20 per cent stake in 
the new venture and cash is to 
the pro cess of being raised 
from private Qatari investors 
to cover toe rest of the initial 
paid-up capita l of Qatar riyal 
40Qm (ttlttn). 

The company, in spite of 
being privately controlled, will 
rffectively act as an industrial 
promotion d ot iot . The Minis- 
try of Industry says it will 
hand over its feasibility studies 
to tiie new company for imple- 
mentation. To (fete, almost 100 
potential industrial projects 
have been screened by the gov- 
ernment. 

.dome private 
businessmen are 
unhappy about what 
they regard as file 
government's lack of 
business acumen 

Market studies have been 
made for more than 30 projects 
and fyfhHaltt ggy up to a Anrpn 
projects could be ready for 
imp l ementati on within a year. 
Possibilities include the pro- 
duction of raw materials for 
• nafr i te and the use of local gyp- 
sum for plasterboard. Incen- 
tives for industrial investors 
are befog considered. 

■ A company for tourism and 
recreational pro jects is being 
established arid its foundation 
has been approved by official 
decree. It is to have a capital of 
Qatar riyal torn. 

s The ' Qatar International 
Islamic Bank has also been 
approved, ft is to have a capital 
of Qatar riyal 300m. Mr Faisal 
al-Slaiti, the manag in g direc- 
tor, says the seven-member 
board will be headed by Sheikh 
Ahmed bln Seif al-Thani, the 
Minister of Justice. The found- 
ers have taken up 20 per cent 
of the Bhares and the rest win 
be offered to the public soon. " 

Hunter Reynoidu and 
Vidor 'Mallet 


the North Field but this was 
believed to have been too high 
for most bidden. Gulf-based 
consultants wam that Qatar is 
going to have to be more flexi- 
ble on the question of gaa pric- 
ing. 

‘ The experience with Davy 
McKee appears to have fed to a 
change of tack by the govern- 
ment. Talks with the UK com- 
pany envisaged 100 per cent 
-foreign financing of the proj- 
ect, with the State of Qatar 
taking royalties and being 
given the option of acquiring 
Qp to 30 per cent of the plant’s 
equity in tlfe first 10 years. Mr 
al-Subaie raid th** an alterna- 
tive financial structure was 
bteng. which wight 

increase the equity participa- 
tion of Qatazi and Gulf inter- 
ests. 

Meanwhile other potential 
aluminium producers in the 
Gulf are pressing ahead with 
their own plans, raising the 
question of Whether Qatar will 
miss the boat if it continues to 
hesitate. 

fills nymto, *hft Dubai-based 
consortium International 
Development Corporation 
CEDC) announced that it had 
reached an agreement with 
Iran to build a $L35bn alumin- 
ium smelter in the southern 
Iranian port of Bandar Abbas, i 

The consortium, which 
includes George Wimpey, Area 
Brown Boveri, Marc Bfah and 
Caiadel Investments, will build 
a 220,000 tonne a year awpitef 
which will come onstream to 
1993. A new plant is planned to 
Saudi Arabia and expansions 
are currentiy being planrwd at 
Ahnfctoinm Bahrain and Dubai 
Aluminium. 


QATAR embarked on its first 
round of industrialisation more 
than 10 years ago in a bid to 
reduce dependency on direct 
energy safes. The programme 
Started in the mid-ISP70s and 
resulted in the creation ot 
three companies: Qatar Fertil- 
iser Company (Qafco), Qatar 
Petrochemicals Company 
(Qapco) and Qatar Steel Com- 
pany (Qasco). 

' Qatar's foray into heavy 
industry has been, at best, a 
mixed experience and goes a 
long way to explain its present 
cautious approach towards ret- 
ting up new Industries. Both 
Qapco and Qasco posted large 
losses in the first years of oper- 
ation but have recently seen a 
big upturn giving renewed 
optimism for the country's 
long-term industrial prospects. 

Qatar’s most snccessftu ven- 
ture has been Qafco which was 
set up in 1968 to use associated 
gas for the production of 

ammnnio anh urea. 2975, 

it has been owned by the Qatar 
General Petroleum Corporaticai 
(the state hydrocarbons com- 
pany) with 75 per cent and 
Norsk Hydro with 25 per cent 
Qafoo pasted losses to 1986 and 
1987 due to unfavourable mar- 
ket conditions but last year 
recorded profits of Qatar riyal 
190m (827m). 

Last year, Qafco’s plant at 
the T Tmm fiarid Iw^wmal com- 
plex produced more than 
780900 tonnes of urea, 25 per 
cent above the design capacity, 
and 714,000 tonnes of ammonia, 
again exceeding capacity by 15 
per cent The company Is now 
planning an expansion pro- 
gramme scheduled for comple- 
tion by 1993. A new plant with 
production capacity of 2,000 
tonnes per day of urea gran- 
ules will be built together with 
a plant with capacity to pro- 
duce 1,000 frames per day of 
ammonia 

The new plants wffl increase 
Qafco’s cons u mp tion of wqf rcr y l 
gas from 100 m cu ft a day to 
160m cu ft It is to the process 
of choosing the technology for 
thi» new plrota ami myg fltat it 

will finance the estimated 
9300m cost of the project partly 
with external borrowing. 

Qafoo plans to nse output 
from the "HiWtfnwai capacity to 
develop new markets in 
Europe and the US in a bid to 
diversify Its outlets, according 
to Mr Fouad al -Mahmoud, 
Qafco’s executi v e deputy chair- 
man. In particular, Qafco 
wants to reduce its dependence 
on China which currently 
accounts for 40 per cent of its 
sales. Following last year’s 
Mippf oarinn of the prO-ltemoo- 
racy movement at Tiananmen 
Square, western governments 
suspended credits to China 
which to torn responded by 
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Desalination plant In CMar afart the private sector Is being urged to take charge of 
some aapeels of tfto country's economic d ev e lo p me nt. Including water production 


freezing purchases of fertflisera 
from abroad. QafoO’s earnings 
were severity hit. 

Meanwhile, to what is seen a 
significant new development 
Qafco is preparing to go it 
alone in toe marketing of its 
products. To date, marketing 
ha« been hanrfiad mwfar a con- 
tract with shareholder Norsk 
Hydro which will not be 
renewed when it expires at the 
end of thfe year, Mr atMah- 
mottd Says. 

Qatar Steel Company, set up 
in 1978 as a joint venture with 
Japan's Kobe Steel Company 
and Tokyo Boeki, posted losses 
for the first nine years of oper- 
ation and fed to strained rela- 
tions between Qatar and its 
two foreign partners. Accumu- 
lated losses dma tin* plant's 
foundation exceed 9100m. 

In 1968, imifer tii e chateman - 
ship of the now Minister of 
Industry, Mr Ahmed al-Subaie, 
Qasco posted its first profits. 
Last year, Qatar took frill man- 
agement nnyi lr nl «w*d tha com* 
pany says it has continued to 
make solid but undisclosed 
awTitfi profits. The company is 
consolidating its position. 

Qasco'8 production is at 
record levels. Last year, it pro- 
duced 550900 tonnes of steel. 


68 per cent above the plant’s 
nominal capacity of 350,000 
tonnes a year. It sells 90 per 
cent of its output to other Gulf 
Co-operation Council (GCC) 
states. Given the tight balance 
between supply and demand to 
the GCC rod recent dumping 
by other producers, Qasco has 
been forced to embark on an 
active search for new markets, 
to particular, Qasco is eyeing 
the huge I ranian market but 
finanHnp constraints remain a 

problem to farming thin rntrx an 

important new outlet 

Qatar Petrochemical Com- 
pany, a joint venture between 
Qatar General Petroleum Cor- 
poration and France’s Orfcezti, 
brought its first plants 
onstream in 1980 but was 
fenced to endure heavy losses 
in the first six years of opera- 
tion. A lack of ethane feed- 
stock combined with a down- 
turn in the international 
petrochemicals market forced 
toe company to operate its 
plants at below capacity, 
resulting to the hefty loss. A 
9100m Euroloan taken out in 
1984 had to be renegotiated two 
years later. 

Qapco’s feedstock problems 
have now been resolved and 
since 1987 it has posted 


increasing profits. Provisional 
figures for 3989 put toe com- 
pany’s earnings at a record 
Qatar riyal 420m (9114m). Out- 
put also reached record levels. 
Production of ethylene stood at 

295.000 tonnes, low density 
polyethylene (IDPE) totalled 

181.000 tonnes dhd sulphur 
reached 52,000 tonnes. 

Qapco has now paid back alt 
its external debts and has gone 
some way towards repaying 
cash owed to shareholders, 
according to Mr Bernard Mar- 
ttoot, its general manager. 
Recent successes have led to 
tentative plans to expand 
capacity erf polyethylene. 

Qapco hopes to build a sec- 
ond plant similar to the exist- 
ing unit which will increase 
production capacity of IDPE to 

340.000 tonnes a year. Ethylene 
capacity could be increased to 

450.000 tonnes a yedr in a sec- 
ond phase. Qapco’s expansion 
plans ate on hold pending the 
outcome of talks between 
QGPC and other international 
companies an the setting up af 
similar downstream petro^ 
Chemicals plahts which Will be 
fed on North Field gas. 

Hunter Reynolds 
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QATAR NATIONAL BANK 


QATAR IS OUR NAME, 
and we have been committed 
to the growth of this great 
country for 25 years. 


So, we can offer all the 
financial services that you are 
likely to need when dealing 
with Qatar. 


With our branches in 
London and Paris, we are able 
to offer comprehensive 
Banking Services through our 
extensive Branch network in 
Qatar. 








HEAD OFFICE h" 

P.O. Box 1002, DOHA \ \ 

Telegraphic Address QatarbaiticSTX 
Ttelex 4064/4212/4357/Qatfank Dn^s 
Telephone 413511 (16 lines) 

Dealing Room 413790,430324^430325 


PARIS BRANCH 
17 Avenue Matignon, 75008 Paris 
Telegraphic Address Qatazbank Paris 
Telex: 641344 Qatarbk 
Fax: 4289-1858 

Telephone Number: 4359-5812 
Dealing Room: 

Telephone Number: 2436-4225 
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LONDON BRANCHES 

London-City ' 

135-141 Cannon Street 
London EC4N5AH 

Telegraphic AddressQataibank,London 
West End 

36 Curzon Street, London W1Y 7AF Telex: 
298698 QnbcurG 
Telephone Number: 493-7411 






Vying for the lead in chips 

Louise Kehoe on a s ummi t of the semiconductor superpowers 


T he pace of progress in 
semiconductors is 
accelerating rapidly as 
competition intensi- 
fies between the technology's 
“superpow er s”. 

In memory chips and micro- 
processors, two of the most 
competitive segments of the 
business, the quickening trend 
towards faster, denser chips is 
particularly evident 
Last week. International 
Business Machines claimed 
world leadership in memory 
chip technology when it 
revealed that it had already 
manufactured, in small quanti- 
ties, a 16 Mbit DRam (dynamic 
random access memory) chip. 

The device is capable of stor- 
ing tour times as much data as 
the most advanced D-Rams 
available today and should be 
in high- volume production 
within two years, says Jim Pic- 
cian n, site general manager of 
IBM’s huge semiconductor pro- 
duction plant in Burlington, 
Vermont 

Leading Japanese memory 
chip producers including 
Toshiba, NEC and Hitachi are 
not far behind. The Japanese 
have already published details 
of experimental 16 Mbit devices 
and are believed to be well 
advanced in the development 
of commercial versions. 

The main challenge in mov- 
ing from 4 to 16 Mbits is how to 
shrink the features of the chip 
while main taining the ability 
to store reliably the charges 
that represent the binary Is 
and Os of computer language. 

The microscopic circuit pat- 
terns scribed on to the 16 Mbit 
chip are only 0.5 micron wide, 
down from OB microns in the 
current generation of D-Rams. 
An important aspect of the 
IBM announcement is that 
these smaller feature sizes 
have been achieved _ using 
existing production equipment 
and techniques. That should 
greatly ease the transition 
from 4 to 16 Mbit devices. 

IBM makes D-R&ms for use 
in its own computers and does 
not offer them tor sale. None 
the less, maintaining leader- 
ship in chip technology is an 
important part of the compa- 
ny's competitive strategy. 

Jade Rudder, IBM president, 
explains that IBM must work 
on three generations of mem- 


ory chip simultaneously to 
maintain its competitive edge. 
Currently, it is manufacturing 
4 Mbit D-Rams In large vol- 
umes, 16 Mbit chips are in pilot 

production and work has 
begun on designing and devel- 
oping the manufacturing pro- 
cess for the 64 Mbit version. 

The IBM 28 Mbit D-Ram was 
one of the highlights of the 
nwwnai international Solid 
State Circuits Conference 
(ISSCQ. held last week in San 
Francisco and drawing leading 
semiconductor engineers from 
around the world. 

Unlike most technical con- 
ferences, the . ISSCC _ also 
att r a c t s the attention of inves- 
tors, computer manufacturers, 
government officials and oth- 
ers concerned with the fixture 
erf electronics technology. 

It has become the yardstick 
by which the relative progress 
of the “semiconductor super- 
powers” is measured. This year 
papers from US researchers 
outnumbered those from Japan 
tour to three, boosting the 
spirits of the predominantly 
American audience. 

Counting the conference 
papers Is hardly a reliable Indi- 
cator of technological strength, 
however, and there is a grow- 
ing belief that Japanese compa- 
nies are becoming more cir- 
cumspect about sharing 
critical information on techno- 
logical advances. 

When the first microproces- 


sor was introduced by Intel in 
1971, it contained 2^00 transis- 
tors. Today, the most advanced 
microprocessors c o n t a in more 
ttiww im and semiconductor 
engineers are looking forward 
to building billion-transistor 
chips eaiiy in the next century. 

James Slager, of Sun Micro- 
systems, who chaired the ses- 
don on microprocessors, says: 
“This year's papers describe 
chips with a twofold increase 
In the number of transistors 
and in performance compared 
with last year’s chips mid a 
six-fold increase compared 
with three years ago. Micropro- 
cessors seem to be improving 
faster than other types of 
chip.” 

Competition is the driving 
force behind the surge in devel- 
opment. “Several years ago, it 
appeared that the microproces- 
sor field was maturing," be 
says. At that time the domi- 
nant manufacturers, Intel and 
Motorola, seemed to have 
achieved a critical advantage 
by establishing a large base of 
software written for computers 
built around their chips. 

Over the past few years, 
however, that hegemony has 
been broken by the introduc- 
tion of Rise (reduced instruc- 
tion. set computer) chips, such 
as those designed by Sun 
Microsystems and MIPS Com- 
puter. The battle bet w een Rise 
ami conventional microproces- 
sors continues. 


A new type of microproces- 
sor, which could rival Rise, 
made its debut at the ISSCC. 
Researchers from Signetics, 
owned by Philips, described a 
microprocessor with “very long 
instruction word architecture.” 
In computer Jargon, a word is a 
rhnnic of dafei , so the descrip- 
tion suggests that the com- 
puter can process very com- 
plex instructions. 

Signetics' "Life” Gong 
instruction format engine) chip 
wm p erform many more famk* 
simultaneously than a conven- 
tional microprocessor and also 
outperforms the Rise micropro- 
cessors widely used in com- 
puter workstations. 

The prototype Life chip 
achieves an average proce ssi ng 
performance of 80m instruc- 
tions per second (Mips) - two 
to three the performance 
of the latest conventional or 
Rise microprocessors. 

Rather than attempting to 
compete head on with estab- 
lished types of microprocessor, 
which dominate the personal 
computer and computer work- 
station markets with their 
libraries of software applica- 
tions, Signetics plana to aim 
the Life device at “embedded” 
applications where it will act 
as a booster to the perfor- 
mance of chips. 

“The target applications tor 
these high-performance 
engines are expected to be in 
image processing, speech reo- 
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BUSINESS LAW 


‘Garden leave’ enforceable only in 
cases of real risk to employers 


By Nigel Miller 


W hat is to stop an 
employee from giv- 
ing notice, setting up 
a business in direct competi- 
tion, using the former 
employer’s trade secrets and 
soliciting the former employ- 
er’s customers? In the absence 
of well-drafted provisions in 
the employee’s contract of 
employment, the short answer 
is: nothing. 

The reason is that the courts 
will not imply into a contract 
of employment any 'restriction 
against post-employment com- 
petition and will imply only a 
limited restriction as regards 
the use of a forma: employer’s 
trade secrets. 

How then can an employer 
protect his business against 
employees’ walking off with 
trade secrets or goodwill for 
the benefit of a competitor? 
The usual way is to include a 
non-competition' or restric ti ve 
cove nant in the contract of 
employment 

Non-competition covenants 
have been the subject of court 
actions for many years and 
there is every reason to believe 
that they will continue to be 
tested In the courts. Essen- 
tially they are regarded by the 
courts as being in restraint of 
trade and th erefo re void and 
unenforceable. 

The courts’ starting point is 
that you cannot prevent a per- 
son earning a living by using 
his or her acquired skills even 
if those skills were acquired at 
the expense of one employer 
and are then used for the beam- 
fit of another. 

However, this consideration 

has to be balanced against the 
general policy that contracts 
that are freely entered into 
should be respected both by 
the parties concerned and the 
courts. In certain circum- 
stances, therefore, the courts 
will uphold non-competition 
covenants in contracts of 
employment. 

Whether or not they are 
upheld will depend a great deal 
on the circumstances of each 
case. The first thing that the 
employer has to show to 
defend the covenant is that he 
had a legitimate interest to 
protect 

Normally, this involves 
showing either that the 
employee possesses valuable 
trade secrets or that he (or she) 
has close connections with cus- 
tomers such that he might be 
able successfully to solicit 
their business for the benefit of 


a competitor. 

Assuming there is a legiti- 
mate interest to protect, it is 
then necessary to show that 
the terms of the restrictive cov- 
enant are “reasonable,” to rela- 
tion to those interests. Reason- 
ableness is normally judged in 
terms of the scope of the clause 
(that is to say, the activities 
that it seeks to restrict), the 
geographical area over which 
it is expressed to apply and its 
duration. 

Generally, the longer the 
duration of the restriction and 
tiie wider its scope, the more 
diffic ul t it will be to show that 
it is reasonable. For arampin , it 
might be unreasonable to 
restrict an estate agent spedat 
ising in commercial pro p e rty 
from acting as an estate agent 
for residential p rop e rt y on the 
pounds that the customer 
base is likely to be different. 
Similarly, it might be unrea- 
sonable to restrict the'estate 
agent who works in one town 
from working in another. 

The courts tend to be more 
willing to enforce restrictions 
which are specifically targeted 
at protec ti ng confidential infor- 
mation and the employer’s cus- 
tomer base and goodwill (far 
example, a non-solicitation 
clause) than they are to 
enforce blanket non-competi- 
tion r.lflnupw 

A relatively recent phenome- 
non known as “garden leave” 
has, however, emerged as a 
way erf t h w artin g an employee 
defecting to a competitor. 

Garden leave involves 
requiring an employee to give 
quite a long period of notice 
and then stipulating that he 
can be required to sit out the 
notice at home, still bound to 
make all of his Hnw available 
to -the old employer, therefore 
rendering bfm t n a 
new Job. 

The idea is that, while the 
employee is at home, his cus- 
tomer connection wanes and 
that of his replacement waxes. 
Hie employee is also meant to . 
be denied confidential informa- 
tion which he might he 
tempted to use. Potentially, 
garden leave has the effect of a 
restrictive covenant without 
being subject to the difficulties 
associated with restrictive cov- 
enants. 

The effectiveness of the gar- 
den leave tactic was recently 
tested by the Court of Appeal 
in a case involving Provident 
Financial Group pic. In that 
case, an accountant who was 


the financial director of their 
estate agency business was 
leaving to join another estate 
agency company. Some time 
after giving notice he was 
relieved <rf his duties and sent 
home with three months of tiie 
notice period remaining: Provi- 
dent agreed to continue to pay 
his salary and other benefits 
until the expiry cT his notice 
period/ provided he did not 
work for anyone else. 

' However, the problem began 
when, before the end of his 
notice period, he started work 
for Ms new employer. Provi- 
dent applied for an. injunction. 
It was refused at the first hear- 
ing and took toe matter to the 
Court of Appeal The Appeal 
Court declined to upset the 
judgment of the lower court. 

The court would not enforce 
the garden leave clause by 
Injunction where the other 
business for which the 
employee* wished to work had 
little to do with Provident’s 
business. Although superfi- 
cially the two companies were 
co m petitors, on closer exami- 
nation it was found that no 
harm would be done to Provi- 
dent if the employee started 
work early. 

■ The Court reasoned that the 
employee has a concern to 
work and exercise his skills. It 
noted that it was recognised 
that this applied equally “to 
skille d workmen and even to 
chartered accountants." 

That case has to be con- 
trasted with the other leading 
case on garden leave involving 
the former production manager 
of the Evening Standard news- 
paper who wanted to leave the 
company to join Robert Max- 
well’s now defunct London 
Daily News. - 

The employee’s contract of 
employment stipulated that he 
could not lmdwrbike any other 
work during bis employment 
without permission and the 
court granted an injunction 
restraining him from working 
for the rival paper. 

The difference was that the 
Evening Standard was pre- 
pared to continue to have the 
employee at work during the 
nonce period and he was not, 
therefore, going to be deprived 
of work and left on garden 
leave. 

The moral is that a garden 
leave clause win be enfor ceable 
only in cases where there is a 
real risk of damage being 
caused to the old employer if 
the employee goes to work for 


the new employer and that risk 
outweighs , the inconvenience 
of enforced idleness. 

Although the employer has 
to continue to pay the 
employee's salary aim provide 
his other benefits while on gar- 
den leave; It can be a highly 
effective form of restrictive 
cov enan t in appropriate cir- 
cumstances. 

What about the compet ito r 
(perhaps a fo rmer employee) 
who embarks on a campaign to 
poach other employees? If the 
competitor is a former 
employee, then he should have 
been bound by a non-poaching 
covenant in his former con- 
tract -of employment. But 
where there is no such cove- 
nant, is there any legal way to 
stop tile head-hunter? 

Again, the short answer is 
"no” unless the deprived 
employer can show that the 
poacher actively induced toe 
defecting employee to break 
bis contract of employment. He 
might break his contract of 
employment for example, ha 
does not gtve proper notice or 
if he Is sub ject to an effective 
restrictive covenant which pre- 
vents! him working for the 
p oac her . 

An effective restrictive cove- 
nant on the employee could, 
therefore, allow the deprived 
employer to take preventive 
legal action against both the 
defecting employee and the 
poacher. However, establishing 
the necessary degree of induce- 
ment on the part of the 
poacher can be extremely diffi- 
cult. Merely offering the 
employee better terms wm not 
itself he soffletent to mount a 
claim for inducement. 

Although the use of restric- 
tive covenants has .become rel- 
atively widespread, there is 
Often a lack cf unders tanding 
as to their legal implications. 
Employees may mistakenly 
believe either that they are 
free to compete as they wish or 
that the restrictive covenant 
prevents them accepting an 
attractive offer. 

Employers on the other 
hand, whose employees may in 
many cases be their most valu- 
able off balance sheet asset, 
need to be conscious of the 
danger of employees turning 
co m pe ti tors and of the impor- 
tance of keeping up to date 
with tiie measures that they 
can take to guard against tiffs. 

The author is a partner in the 
dtp Una firm Fax WBSaxts. 


ognition, robotics and other 
embedded systems, primarily 
in computing and military 
mar ke ts/* says Shlomo Waser, 
marketing manager for micro- 
controllers and microproces- 
sors at Signetics. 

Other important advances 
reported at the conference 
hjrfnfte chips that will hasten 
the introduction of sophisti- 
cated di gital 
tinna services. 

The frnptemgnffltj rm of ISDN 
(integrated service digital net- 
work), offering simultaneoua 
voice and . data t ran smiss ion, 
hag bean slower thaw many in 
the iwfanmwmmrfflirtirtTM indus- 
try had hoped. One of the main 
factors holding up p ro gre s s has 
been a lack of standard low- 
cost '•hjpg that n«ir computers 
and telephones to existing 
exchange equipment 

At the ISSCC, engineers 
from National Sewrit-nn doc tor 
and SGS Thomson described a 
jointly developed “U-intedace” 
Chip representing a critical 
component that has b ee n miss- 
ing from the ISDN sys tem. The 
device allows high-speed digi- 
tal telep h o ne data si gnals 
to travel on tiie. existing tele- 
phone network, which was 
feigned to carry slower anal- 
ogue si gnals. 

One of the challenges fa c e d 

by Semiconductor m a rrm fa ri rrr . 

ers.has been to in t egr a t e anal- 
ogue awd itigbwl frmrHnna (ma 
single silicon chip. Another 

feSBt baa town flg fade of a 

standard protocol for the iuter- 


Whlle other aspects of ISDN 
have beanfrfity defined by the 
Co mite Consultatif Interna- 
tional TQd graphi qne et T61e- 
pbanlque (CCiTT), the organi- 
sation has not arrived at a 

standar d fe y thn PJn twfan > Tn 

part, tiffs is because require- 
ments for linking ISDN cus- 
tomers’ tel e phones to w fati ng 
public switching equipment 
vary from country to country. 
National and SGS. Thomson 
hope to estabSfih their Ufrxter- 
face chip as an fa ta rn a titmal 


Theodor In ner, d irector gen- 
sal erf the CC3TF in Geneva, 
says the chip repres en ts “an 
extremely important step on 
the way to a global ISDN.” 
According to Dataquest, the US 
market research group, U-fn- 
terface chips will represent 43 
per cent of an anticipated 
|300m market for ISDN chips 
by 1892. 
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. The Financial Times 
p ro poses to publish these 
surveys during 1990 

23 February - 
Mat fold* Victoria: 
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. 9. March - 
Restructuring Local 
Government Taxation 


. . 9 April 

Property Management 


. 20 April - 

Property fat Yorkshire 

27. April - • 
Relocation 


. . 11 May- 

Buslness Parka 


25 May - 

Property In the London 
Docklands 


- 16 June - 
Office Property 

• • ' 6 July - 
Property investment 
&. Finance 

- 21 September- . 
City of London Property 

5 October - 
Glasgow Property 

2 November - '' 
Port, Marina & Wstarfornt 
Developments 

23 November -• - 
London Mid-Town Property 


For a full editorial synopsis 
abd detaJte of available 
advertisement positions, 
please contact 


Tessa Taylor on 
. 01-873 3211 

: or write to her at 

Financial Times, One 
' Southwark Bridge, 
London SE19HL 


Easier route to 
PC network 

ORACLE, toe US computer 

software company, has devel- 
oped a software tool that 
could simplify toe task of Bnfc- * 
big PCs together in a network, 
writes Lynton McLain. 

The software, running 

under toe IBM OS/2 operating 
system, makes ft easier for 
Die PCs to use the data man- 
agement faculties held on ftw 
central computer system, or 
server. 

Oracle says fee main bene- 
fit of tide type of -cSenft-. 
setter” computer system to 
the user of a networked PC 
is faster and easier access 
to central data. Without this 
type of networfa .eaefi bidfvfd- 
nai PC has to hold and man- 
age a duplicate of a certain 
portion of central data. 

The software companies 
Microsoft and Syb as e have 
together pro du ced a similar • 
softw ar e package called the 
SQL Server to tackle tiie mar- 
ket for large organisations. 

World sales of ettant-eerver 
ne t work s are expected to 
reach 410,000 systems tots 
year, rising to 2.7m In 1992, 7 
Oracle forecasts. 

The Oracle Server software 
costs £1,999 per server, with 
unfimtadPC con n ections, 
ft requires an OS/2 compati- 
ble PC with at least & Mbytes 
of random access memory 
and a minimum of 30 Mbytes " 
hard-tfisk memory. 

• What do you do when a 
micro lands on your desk? 

Some cf the rmswers are 
contained In a book of that 
title to be published In March ' 
by the computer magazine . 
Computer Weekly. The book 
is aimed at tiie Individual 
using a computer at work, - - 
who has Rttfe knowledge of 
what a PC can do. 


Poll tax goes 
through the wall 

THE DISTRICT council hi Wel- 
wyn and Hatfield, In Heri tor d- 
' shire, la claiming what many 
would consider to be a dubi- 
ous firat 

It is !ea<Sng the stream of 
UK councgs in the hdrod u o- 
ffon of automatic cash pay- 
ment machines for coltacting 
His community charge — or 
poN tax. 

The first machine, devel- 
oped by WeSfinghouse Coble, 
has been Installed In one of 
tiie outside walls at Wefwyn 
and Haffield town haft. ft • 
resembles a cash dispensing 
machine, tad Instead of giving 
oid money ft gobbles ft up. 

The council has already 


msbibuted magnetically 
oncodod' payment cards to < 
1,700 pod tax payers, each 
card giving details of toe per- 
son’s identity. So, when 
someone wants to pay die 
tax to cash, they bwevt the 
end fotiowed by the money , 
-anytotngkromaSpcotn 
to a £10 note. . 

The machine Issues a "■ 
receipt and ttsen feeds toe 
information to the couaefi’s 
central computer. 

• Tbe h o le I n-foe- w a ti ' 

madribescan be used for 
paytng otiiei cl iques, such 
unvote tor housing dr Mot- - 


Where ozone la 
not wanted 


ALTHOUGH toe absenee-of 
ozone til ths upper aimo- 
sphure can iefeata an emrfraa^ 
meataff hazard, ills ft* pres- 
ence In thSetraet or office 
fast caus e s proble ms — par- 
ticularly with breathing. 

To ensure that file ozone 
•mtttod by-dssfc lap laser , 
printers to property dtapoeed 
of, a Danish company, Dansk 
Tefcn ol o gi, ofJUtefod, has . 
developed a ftder wltich cata- 
lyses the ozone into harmless 
oxygen. 

The Mlnozon ozone ffftoring 
unit, which la used bn addition 
to toe filler buBt into toe laser 
printer; efts underneath (he 
machine and tumada tba : - 
emissions from toe back of 
ft into ftie Mnozon, which 
needs to be,dumgad anhu- ; 
ally. ■' T . ;..••• 

On sale In toe UK through 
lncotel,(rfLondon,1heMino- 
zon has already found a. 
home under more titan 8,000 ' 
taser printers in Denmark. 


Quicker access - 
to data 

UNKING computers Into a 
network can result In the most' 
efficient use of peripherals, 
such as prlntors or storage 
devices. But II afl the users . .. 
try to use the same data at ' 
(he same time, processing 
can be drestlmdly Mowed..:’. ,; 
down. - * ■- - . »;■ 

To help solve too probl em , 
storage manufacturers are 
turning to solid state memory 
devices — In which D-Ratt -r 
chips, In a toa d of oonvonfibnal. 

ate nootffnr storing 
the. data. . 

Vermont Research Corpora* 
Hon, of North Springfield, baa ' . 
developed such a aofid state . ' 
disc which can bo installad : 
by smaller co mpa nies want" 
teg to store as Utile as 8 • 
megabytes of data on toe chfo - 


device. (The maximum capao- 
fty te 80 megabytes.) 

Although more expensive 
turn dtac drives - toe cost 
of the Vermont devices works 
out at £300 per megabyte - :■ 
data can be displayed on the 
screen up to five times as 
qutcfcfy as using more con- 
ventional magnetic media. 


Inside dues to 
animals’ health 

HOW does a tans animal ton 
you B ft Is unwefl? 

; That vet's dilemma could 
be parity resolved by a Euro- 
pean project to develop an 
electron i c tag which to 
fnjectsd toto flte animal to 
measure a range of body Indi- 
cators — temperature or 
Mood pressure, for example. 

. That infor mation will then 
be sent by radio to an 
antenina located to too sty, 
-atalffo or field to Inform the 
farmer of any problems. 

Taking part Jn the European 
prpfeeL. code-named Amies 
(animal monitoring and identi- 
fication —tiie European sys- 
tem) oretwo Belgian instfhi- 

0ona,.toe Catholic University 
of -Leaven and Seghers 
Hybrid, Davy McKee, of the 
UK, ind Sonnenschetin Lith- 
ium, of W«t Germany. : 

That resufte of the research,' 
which wffl continue tor the 
; mut'teur- years, could also 
help monitor when tiie ani- 
mate are hungry or thirsty 
and so automatically trigger . 
sustenance. 


CONTACTS: Oracle: US. 418 808 8000; 
UK, QB32 872020. Computer Weekly: 
London, 'set 3060. Wmttngftouae 
CuMe UK. 0442 832647. Donslc - 
Tefcnologi: Denmark. 42 27 18 00. 
InooteL’ London, 343 1401. Vermont . 
Research: US. 802 888 2256; UK. 0372 
376221. Ceflioila' University <4 Leuven: 
Bafakun, 1828 3 7-11; Davy McKee: 
UK. 02Q2 S37000. 


- 1 VLX2 Processors 8 MB. 

-2 Disk Controllers. 

- XL4 to XLB upgrade ( 3,3 GB ). 

-1 6250/1600 tape drive. . , ^ 

- 2 600 Lpm Printers and controllQRS. 

-1 Communication control Sync. 

-5 Communication control Async. 

- 26 Terminals. 

FRANCE Phone : + 33/27/144600 - ext 4667 
SPAIN Phone : + 34/3/6990666 - ext. 218 


WHO'S WHO IN THE 

UK INFORMATION TECHNOLOGY INDUSTRY 

Researched A PuMshdd by 
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Yeerty iuba cri p fion. Issued qwgtetywWiiytoilwntinuleintbm ia rion. 
Updates and new entries covering Executive, Sa tes , Marketing and 
TechnlcMpertomwf across a! product areas including many new- 


l$P ? Aarrowell 

palling • people - first 


Consider the benefits 
of networidng PC& For 
advice on Office Sys- 
tems call John Lynch. , 
NOVEL L 
VN1X 

( 01 ) 541 - 1-541 


Contact: Mattarti traemationalUdL, Rowlandson House, 289-293 
Bafiards Lane. London N128NP. Tet 01 446 8431 Fax: 01 446 1963 
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UNIX* CONSULTANTS - 
SOFTWARE HOUSES 

Speed Customized Business Systems 
By Using A Developed 4GL 
Business Package 

operating on a proprietory RDBMS 

*Unfa b a trademark of AT&T* 

Write BoxJF9576» Financial Times, 

One Southwark Bridge, LONDON. SET 9HL 
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Claire Bloom aM E^ Sfajonbag 


When We Dead 
Waken 


ALMSIM THEATRE 

The ageing Ibsen regarded his 
last mqjar work as an. epilogue; 
not to Us wetting toot to the 
naturalism that had imbued 
his theatre and which he 
planned to develop into 
abst ra ction, faWnfly by «««« 
o£ heightened prose. The play 
— its style notoriously bard to 
translate, as Michael Meyer 
has painted oat -• poses prob- 
lems met successfully ; totfae 
Almeida's design less so by 
the David Budkin's English 
version. 

Peter J. Davison sets the 
work in a white angular comer 
of the new bnrtallsm. The spa 
is suggested by terrace furni- 
ture; a catwalk s up por te d on. 
piers slopes tip to the amni- 
present mountains. In time 
this is filled in to become a 
solid ranjp, its slant' parallel to 
the straight proscenium edge 
that provides a sk yline , so that 
the characters finally play out 
their destinies inn compressed 
parallelogram, an elongated^ 
television screen; and the ftdal- 
avalancbe Is represented by a 
shutter that slants .down, 
sealing the box from our 
vision. The mountain Itself to 
hinted in the background of a 
giant bas-relief of a heroic coo- 
pie embracing or struggling. - 
like Hedda Gabber the play 
(why. incidentally, do we lose 
that rhythmically graceful first 
syllable of “awaken” in toe 
new title?) opens with newly- 
weds, even a wife recalling; 
like Hedda,' a boring train jour- 
ney. In echoes of other Ibsen 
plays we meet ah embittered 
woman who blames ,an mires' 
ponsive man for her emotional 
crippling, and characters who 
look down an the splendour af ' 
the world and find it wanting; 
and who perish in their aspira- 
tion to the heights . 

In the most obvious self-por- 
trait Ibsen ventured, the 
fomous sculptor Rubek muses 
on the increasingly a n tit h etic al 
relationship between life and 
art His new wife Maja, young 
enough to be his daughter, to 
attracted to the rough hunter 
WoUhetm. a local squire with a 
dash of the woodland from and, 
in Miles Anderson's intelligent 
playing of a near impossible 


part, of the Hooray Henrik as 
well. 

Coincidentally staying at the 
spa to Rubek’s former iwnduL 
Now deranged and shadowed 
by a female keeper, Irena is 
obsessed by the great work of 
art her beauty helped create. 
As with Hedda Gabler and 
Lovborg’s manuscript, she 
. thinks of it as a child. But 
what emerges is the paradox of 
art that celebrates human 
beauty and nature and 
requires control and distance, 
a child bora from a denial of 
• humanity. She left him angrily 
at being used for InqprraHfm- 
Ton were an artist - an ar tist 
only, not a man.” 

Ibsen subjects the Renais- 
sance idea of the artist as 
semi-divine to the scepticism of 
a secular age. If mp^pinr^ in, 
in his great sonnet Non ha Vot- 
timo tzrtista alcun concetto , 
could define the sculptor as 
simply revealing the master- 
pfeoe. ihat Crouches already 
formed- in -stone or marble, 
Ibsen counters with an earth 
through whose bursting crust 
vitality breaks with e xub erant 
disregard for the ndes of art. : 

- The climax, as the older coll- 
ide unite to ascend, that sym- 
bolic mountain, , is positively 
operatic, and may explain why 
the play's last London produc- 
tion was in 1946L 

Jonathan Kent’s direction 
brings off even the potenti al ly 
risible florid gesture, aided by 
bfick Chelton’s lighting which 
unashamedly tints toe back- 
ground green or red acco r d in g 
•to the emotional mood. . 

Visually fimrinatW the pro- 
duction boasts good perfor- 
mances: from spanieleyed Suz- 
anne Burden, incisive and 
sensitive as. Rubek’s restless 
young wife, and Claire Bloom, 
as beautiful as ever in her 
return to the London stage. 
The -Norwegian Espen Skjon- 
berg’s Rubek has a touch of a 
Nordic Ralph Richardson. 
Moments of authority suggest 
a powerful performance when 
the Bn gHuh lfaey are folly are 
control. 

Martin Hoyle 
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BUT FT*S TRUE. Not tearing* legal, 
valid WzS behind you could mean that 
your fondly inherits only worry, . 

heartache and hardship. They could even »= 

lose theJamSy home that you assumed would be them by right. 
That is why - however modest your 'estate* may be - ft is sol 
important that you make (or update) a properWHl, now. It’s not 

difficult, or expensive. Our 16-page booklet tells you all you need 

to know. .. and how to leave as much as* possible to those you 
really care about -including, if you wish, a deserving Charity.lflce 
the DGAA. For over ninety years this Giarity has been helping 

to lift tfan i gar|f fo of kindly people from toe mental and physical 

abyss of bereavement, financial crisis and approaching frailty. 

THIS EXCELLENT BOOKLET IS FREE! 

- yours for the asking, without any obligation 

whatsoever: Why? Because the very existence 

of onr veiy special Charity, depends tp. a great 

extent on the extraordmaiy fWHJ Power* of 

legacies. So naturally we hope you wOl want 

to help us, but, in any event, do write or 
'phone for this excellent illustrated free 
booklet. 

THE DISTRESSED GENTLEFOLK’S 
AID ASSOCIATION 

jFetmdti 1897 

PmmHJS- QttenERMMbt*, AtQstttnMod^r 

To the DGAA. Vicarage Gate House, ! 

— vicarage Gate, Loudon W8 4AQ Tel: 01-229 9341.; 

, send me, wthrmt nhtigatfam, few copy of "How to Make YourWliT J 





“There goes your Mary 
Foppfns,'* Paul Newman is said 
to have quipped when he and 
Julie. Andrews watched the 
rushes of their bed scene in 
Hitchcock's Tom Curtain. 

After watching a rough cut 
c £ Blaze, goodness knows. what 
Newman might have said to 
Watt Disney If Walt still lived. 
Probably “There goes 50 years 

Of family ff| [prbri nn y^ > , ** Made 
by Disney's adult production 
arm Touchstone . . Pictures. 
Blaze to the bravest movie - 
and one of the best - yet put 
before ns by the regime who 
have transformed the Mickey 
Mouse studio in this decade. 

Thirty years before Gary 
Hart, here is the truth-based 
tale of rumbustious liberal 
Sail Long (Newman), 
of Louisiana by day. 
Long was a sexagenarian old 
goat by night: romancing, bed- 
ding finally marrying the 
twenty-something stripper 
Blaze Starr. (He had to divorce 
his own wtfe first, an embar- 
rassment the film rather skates 
over.) 

Writer-director Ron Shelton. 

Who iu m wlw ^ ff human 

comedy from the May-Decem- 
ber liaisons in Butt Durham, 
could have played this story 
for any one of several moods: 
force, sentimentality, political 
satire. Tw*fa*«d he Mays it for 
all of them at once. The film is 
beautifully rounded; it to also 
honest and grown-up, give or 
take the fact that Paul New- 
man, even with wild white wig 
and hoarsened voice, is still 
the^ most glamorous 6fryear<dd 
around. (The real Long resem- 
bled the bade end of a bos, 
albeit an integratkmtot one.) 

S hpfavn Jolts ns throug h foe 
story in a tableau vfoant style, 
as if Bertolt Brecht were alive 
and well and living in Baton 
Rouge. Nothing seems engi- 
neered: except when. Shelton 
lays on a three-line emotional 
whip fin: us in toe climactic 
scene when Long bunts like a 

tiumdradap into a wtMtp 

debate rigged to pass segrega- 
tionist measures. (He had 
made a vote-bargaining pledge 
to stay away.) 

Beautifully played by 
smoke-haired Newman and' 
flame-haired .Lolita Davldov- 


BLAZE 
Row Shelton 


DRIVING-MISS DAISY 
Brace Beresford . 

SEA OF LOVE . 
TcdKotcbeff 

DAD 

Gmy David Goldbery 


CINEMA PARADISO . 

G ius ep p e Tornatore 

itch (managing the amazing 
feat of being both sexy, and 
motherly to a man twioe her 
age). Blaze makes a stand 
against moral hypocrisy. In an 
age when good politicians are 
tumbled by sexual peccadil- 
loes, leaving the stage to worse 
potttictons with a cleaner sex 
record (or a greater skfll at 
concealment), movies like 
Blaze need to be made, ft says 
challenging things about the 
divisibility .of public from pri- 
vate mo rality , ft to not fomlly 
entertainment: indeed it flop- 
ped in America, which is cur- 
rently family-mad. But that 
Disney wmrta ft, and mde it so 
well, to the first movie miracle 
of the 1990s. 

• t 

ft is a week for odd couples. 
Driving Miss Dotty has crusty 
Southern lady Jessica Tandy 
ageing into friendship with 
black chauffeur Morgan Free- 
man as America pounds on 
through the Civil Rights 
decades. Screenwrttten by 
Alfred Dhiy from bis Pnttber 
prize-winning play, the movie 
glows with sweetness and Hgftt 
and has collected rdne Oscar 
nominations.^ 

If someone had told me I 
iwiM <s»q for a flhfl shot in 
amber-hued soft focus about 

two old B flft tai Taa rarwg haw tn 
]miH l«ny) a y y nM the COloUT 

bar, I would have helped that 
p e rson into a padded van of 
their choice. But director 
Bruce Bezesfocd, who has ven- 
tured before into the deep 
heart (Tender Mercies ) and the 
Deep South (Crimes of the 


Heart), underplays majesti- 
cally. 

When the play was staged in 
London. Wendy HQtor drawled 
and declaimed like a Deep. 
South Sara Slddana. Here, Jes- 
sica Tandy’s Miss Daisy to an 
acerbic, incandescent question 
mark, with a deeply fimny line 
in murmured put-downs. . C Ah 
hope I don’t spit up” she says 
at a party for her unloved 
daughter-in-law.) Meanwhile 
Morgan Freeman drily sing- 
songs his “Yes, ma’am,” “No, 
ma’am" responses until the 
script and the new liberal 
dawn allow him to fence as 
equal with his mistress. And 
Dan Aykroyd as Tandy’s chauf- 
feurhuing-son - who cannot 
bear to watch his Ma reversing 
into the garden gnomes yet 
a gain — is a human balloon 
blown up with do-gooding blus- 
ter. 

This to a chamber movie 
with the courage to stay small 
and resonant A hundred other 
directors would have “opened 
it up” into something large and 
hollow. May it win Oscars; and 
chamA on the Academy fur not 
Tinmtnaflng Mr Beresford him- 
self among the hopefuls. 

★ 

I returned from the Berlin FOm 
Festival to find a sea of rave 
reviews from my colleagues of 

Sea of Love, an A1 Pacino thril- 
ler which opened at short 
notice last week. I have now 
caught up with It and must 

milt- Gentlemen — and 1adlp« 

- are you off your trollies? 

A more c ontri ved potbofler 
than this would be hard to 
find. Here is Mr Pacino work- 
ing for tire police on a case 
involving the serial, murder of 
nude men by a (supposed) 
hooker. Here is the supposed 
Tmnker (IB|m Baltin), a VOlUp* 
toons blonde wham Pacino is 
soon dek nkA gring of 

dusting for fingerprints. And 
here to a plot so pasted-and- 
scissored train other movies 
that it resembles a three-way 
mix-up of Crtrissng (sex mur- 
ders), Fatal Attraction (self-de- 
struct carnality) and 7%r Big 
Easy (Barkin to willing). 

It to good to see Pacino hack 
in business four years after 

hehw sandbacRed by Revolu- 
tion. But one wishes it had 



Paul Newman and Lolita Davidovich “Blaze’ 


been in another movie. Sea of 
Love to one of those thrillers 
built entirely from ghnnitefeg 
it no ptoisthlHty of plot or 
psychology, merely the brain- 
dead urgency of a script (Rich- 
ard Price) and direction (Ted 
Kotcheff) leaping from one 
derivative trope to the next 
★ 

Week by week, movies travel 
in unwitting pairs. Both Cin- 
ema Paradiso from Italy and 
Dad from Hollywood are about 
sons learning from fathers, real 
or surrogate, ha the schmaltz- 
prone Dad written and directed 
by Gary David Goldbery (of 
TV’s Family Ties) from Wil- 
liam Wharton’s novel, Ted 
Dansom is lured back to the 
parental hearth by Ma’s uttwm 

and Pa’s domTOtic hplploggpogg 

Ma (Olympia Duka&s) is in 
hospital after a heart attack. 
Dad (Jack Lemmon) is not feel- 
ing too good, probably because 
he is weighed down by so 
wwfrii old "mu make-up. It to 
tough for Mr Danson to minis- 
ter to old dears: faniftng 
sentimental platitudes across 
the kitchen table, trying to 
prelect hfe voice over the syr- 
upy music and then — kfeenex, 

TWiffl B — n ti m hl ng roifn 

with the aged P ashe/she 


gazes into heaven amid a nim- 
bus of memories. Steven Spiel- 
berg’s company produced: 
which for almost any movie 
not set in outer space has 
become to mean death-by-win- 


Far perkier is Giuseppe Tor- 
nalore’s Cinema Paradiso, in 
which phmjply rueful Philippe 
Noiret teaches his boy protege 
the secrets of life, love and 
movie projection. In a small 
Italian town between the wars, 
what would you expect but lots 
of magic realism? We get it In 
the cinema Noiret runs, the 
projection beam issues from a 
stone lion’s month ; the audi- 
ence is full of schoolboys glow- 
ing in the dark at the sight of 
Brigitte Bardot; and whin an 
accidental fire torches the 
building around M. Noiret, he 
naturally survives ■ (though 
blinded) to hum! on his own 
torch to the boy. 

' Wistful, but never winsome, 
the movie spends much of its 
timo rimirihg red rags at papal 
bulls. To the rage of the local 
youth, the local Catholic priest 
censors every hint of sex from 
every movie, “Twenty years 
I’ve gone to the movies and 
never seen a kiss!” cries one 
film fan. But Noiret has his 


sweet revenge in the film’s last 
and funniest scene. And every- 
where the movie’s broad 
unsentimental grin echoes his 
words to the growing boy, 
“What ever you end up doing, 
love it!” 

One lasting consolation fin: 
Noiret to that he never had to 
screen Monkey Shines (18, 
Prince Charles) or Winter Peo- 
ple (15, Cannon Tottenham 
Court Road). In the first, writ- 
er-director George A. Romero 
(Night of the Living Dead ) won- 
ders what would happen if a 
scientist (John Pankow) 
injected bits of human brain 
into a monkey and then 
donated the animal as pet- 
cum-helper to a quadriplegic 
(Jason Breghe). Would there be 
blood before bedtime? Yes 
indeed. And tears of boredom 
anrt distaste from the audience. 

Archly scripted and stiffly 
directed (by Ted Kotcheff), 
Winter People has unwed 
mother Kelly McGiHis foiling 
in love with itinerant clock- 
maker Kurt Russell in snowi- 
est Carolina. Time: 1930s. Prob- 
lem: Depression (shared by 
audience). Consolation feature: 
beautiful scenery. 

Nigel Andrews 



WGMORE HALL, RADIO 9 

Tuesday’s element of the 
Schnittke celebration saw the 


ret u r n of the Borodin Quartet 
and the pianist* LudndBa Ber- 
hnsky fo* - hh Piano Quintet. 
Hie context this time was Moz- 
art and Shostakovich - the D 
minnr Quartet imd SbOS* 

takorichVi First Quartet 
The Mozart found the Boro- 
din in marginally lees convinc- 
ing form roan fin: their first 
recital on Saturday. The tonal 
balance and unanimity were 
just as.wondrous as ever, but 
there was a tendency to equal- 
ise extremes, to contain every- 
thing within a single elegant 
envelope, so that much of the 
taradnn in fhfx most dramatic 
of -Mozart’s quartets was 
defused. 

The Shostakovich was 
equally relaxed, but more 
appropriately so; strange that a 
of works that would 
ie composer’s final 
years with such tortured and 
personal statements should 
have begun forty years earlier 
with such a outward-going, 
vernal piece as the First Quar- 
tet, contemporary with the 
Fifth and Sixth Symphony yet 
sharing none of those works’ 
f frflr s and premonitions. 

The Borodin’s easy, limpid 
style here - nothing forced or 
arch, everything beautifully 


duped — seemed beyond criti- 
cism, and made a perfect pro- 
logue to Schnittke’s Piano 
: Quintet,- where th& influence of 

- Shostakovich .is Juxtaposed 
wit h that o f a whole range of 

- co ntem pogary E nro p ean styles, 
conjur ed som ething much 
more disturbing. 

. The quintet seems now one 
of Schnittke’s most perfectly 
achieved wracks, and it would 
be fascinating to discover Just 
how much Ligeti he had heard 
when it was co mp osed in the 
early 3970s. The model for the 
tight bundles of pfirfrpa infil- 
trated by melodic shapes and 
the wtwiiM passages wholly 
determined by texture is 
numlstakeahlB, yet the fusion 
of those techniques with 
Schnittke’s own “RussfonesS” 
is utterly personal, and the 
whole e legiac feel of the work 
(written in memory of the com- 
poser’s mother) movingly sus- 
tained. 

With Ms Berhnsky as a tact- 
ful and beautifully polished 
collaborator the Borodin dug 
deeply into the work's subtext; 
shortly they are to record it, 
and that promises to establish 
the q ui n te t as one of the land- 
marks in contemporary cham- 
ber music. 

Andrew dements' 


Eberhard Weber 


QUEEN RUZABETH HALL 

The technik which . gives 
bassist Eberhard Weber his 
vorsprung resides in the 
instrument and 
box of tricks which Sts beside 
him. Playing in London for the 
fourth timo solo, Weber 
brought - with him his 
electrobass, a custom bofft five 
string bodyless double bass 
with reverb and five second 
delay. This means, he 
explained, “I can play, so to 
speak, with myself." ft's cheap, 
he elaborated, it’s never fofo 
and anyway it's not friendly to 
ask someone to play what you 
have already played. 

The sound which results has 
an almost baroque feel to it, 
the plucked or strummed bass 
providing a meeting pattern 
over which Weber can bow, for 
example. The effect to not 
impressive simply from a 
technological pout of view, 
however, for Writer to a superb 
mHskaan and composer. 

Now 50, he studied ’cello 
from the age of 6, picking up 
the doable bass in his teens. Jn 
the 1960s he worked in TV and 
theatre moving into Jazz rock 
in the 1970s and later joining 
the West German New Music 
label, ECM. With ECM, and 
particularly in collaboration 
with Norwegian saxophonist, 
Jan Garbarek, he found his 


metier: mask: to welcome in 
the New Age. 

Showing dff inOstly newH 
I this time , Wetaecj 
the QJ3H with hauntin g 
and hypnotic melodies strung 
oat on subtle rhythms. Equally 
happy up tempo, he also 
played some compelling and 
inspired slap bass. And Just to 
show that he is a Jazz magician 


after all, he encored with 
swinging bass line, overlaid 
with brushes and bowing, 
finally pfowng out something 
which closely resembled the 
Hot dub of France sound. All 
of which goes to show that a 
solo bass recital need not be a 
test of endurance. 

Light but not lightweight 
support came in the shape of 
Human Chain, the Loose Tubes 
big band in microcosm. 
Comprising Django Bates on 
keyboards, guitarist Stuart 
pail and drummer Martin 
France, the trio's synth, slide 
guitar, violin, horn and steel 
drum provided crazily 
charndag contrast to Weber’s 
meditative playing. 

Weber plays Manchester 
Band on the Wall tonight. 
Edinburgh Queens Hall 
tomorrow and Norwich Arts 
Centre, Saturday. 

Garry Booth 


■Address .. 
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EXHIBmONS 

London 

The Tate Gallery. The entire 
permanent collectian has ben 
rehung so that the visitor may 
now take a natural H nr-rrit 
through the newly restored gal- 
leries, ton 16th century British 
painting throogfa to the the meet 
recent of modern international 
art. It Is a c ur ato ri al triumph. 
The Royal Academy. Frans Hals 
— the great retrospective, 
already shown to Washington 
and doe to go on to Haarlem, 

. of.the work of one at the greatest 
painters of **>«* 17th century 
Dutch school. Blaster of the peas 
trait, he- was all but forgotten 
for 200 years after bis death in 
1668, and he remains an enig- 
matic and controversial flguza. 
Until April 8. 

The Royal Academy. Inigo Janes, 
Architect — a foil study and 
esqufstta thaw at the intimate _ 
dr a w in gs « imrfy n« of the 

g r M tB H t nf BHtkh a whUprt^ 

only excepting Sir Christopher 
Wren. Jones was architect to 
James 1 and Charles L Green- 
wich Hospital. St Pauls’ to Cav- 
eat Garden and the Banqueting 
House in Whitehall remain to 
us as his masterpieces. DaDy 
until February 25. 


Body. Parts of the human body, 
or the incomplete body tom the 
leading strand of an eridbltlmi 
beginning with ex-votes and rati 

qnarles apH wiHitfnntrnpiiBI cele- 
bration erf Degas, BoanteHa, Mail- 
lol and especially of Rodin with 
hk masterly transition from real- 
istic to abstract sculpture. Ends 
June 3, closed Mon, entrance 
Qnai Amthde France (40494814). 
Centre Decrees Pompidou. Pavel 
rakolaieriSFUo^AKditary 
figure of the Russian 
ava nt-gard e, he r efateg cubism 
and fut urism as pin Arm y to 
nature’s - and art’s - organic 
development “Every atom* of 
tire surface of the 50 paintings 
and 150 drawings is given intense 
attention and basks to the light 
of idyllic b anuuMy In crael con- 
trast to hie own destiny. Closed . 
Toe, ends April 30 (42771233). 


1956 and 28SS. The exhibition 
focuses on tour themes: Ladies, 
Crnctflrions, Goya’s dogs and 
Multitudes. Ends March 19. 
Faladto da Velazquez. Art in 
Latin America. Ends March A. 
Fundac to n Juan March. Ian 
Woodoer coHectiom of works by 
Odilon Redon. A very complete 
mthfott iffli consisting of some 
100 works in various media, illus- 
trating the different aspects erf 
the French symbolist pain tar’s 
weak. Ends April 1. 

Museo del Prado. Following the 
highly successful Velazquez exhi- 
Mtion at the Metropolitan, the 
Prado Is now host to tbe largest 
show to date of works by the 
great 27th century artist. Ends 
March 15. 


Mhsde Comovalet. Paris to 
dagueirotypes celebrates the 

150th anniversary of the birth 
of photography with an exhibi- 
tion of some 150 old daguerro- 


Archives Gdndrria dnRoyaame, 
Rtmid Sabloo, co m me mi a a tes 
Belgium's short-lived declaration 
erf independence from the Aus- 
trian Empire and the subsequent 
power struggle between France 
and Austria for control of Bel- 
gium. Deny, closed Sunday, ends 
31 March. 

Wan 

fWaiio fifi im i m . Henrv Moore 
re trospective. 49 s culptur es pov- 


years 1938-1883, Ends 


ones.; 

geolsu dosed Mon, ends Feb 28, 
Musee d.’Orsay. The Fragme n t e d 


rat rospec 
ering the 
March 25, 

Madrid 

Centro de Arte Rdha Sofia. j 
Antonio Sauza. 70 works by the - ; 
Spanish artist printed between 


Palau de la Virreina. Meret 

Oppenhefm (1823-1963). Retro- 
spective exhibition. Some 130 
works to the German surrealist 
artist. Ends March 25. 

Hamburg . 

K ans f halle Glockesg jease rwalL 
Ian Hamilton Finlay with works 
from the French Revolnttoo. Ten 
of the painter’s projects 

including reliefs and 40 graphic 
works are an show until 

Munich 

St£dtische.GaIerie bn iehuladh 
baas. The moot complete retro- 
SPecHroaf the «rni wri mite t 

painter Karl Scbmidt-Rottluff - 

to date with 370 works from 70 
private and public collections. 


Mew York 

New York Public Library. Metre 
than 125 documents of the AbaU- ' 

tograpb^^tosand xarebooksT 
display the spirit and drive of 
the long effort to free the slaves. 
Ends Sept 15. 

M naenm of Modem Art. In its 
serious, thorough way, the 
museum gives its version of tbe 
hisfogy of pho tog raphy, showing 
off earlier image-developing tech- 
niques along with 275 photo- 
graphs. Era*** May 29. 

Washington 

National Gallery. Highlighting 
this decade’s renewed interest - 
In prlhHiwlrim in 'America, the ■ 
100 prints comprise a s npc iwl 
exhibit borrowed from the colleo- 
tkm of Joshua P. Smith, among 

them works from major contem- 
porary artists including Jasper 
Johns, Richard Diriwokom and 
Alex Katz. Ends April & 

Chicago 

Chicago Historical Society. The 
Land of Lincoln does its most 

ftnriniitt dWwn pronrf in «wtM- 

bitten' A House Divided. America 
in. the Age of Lincoln, with docu- 
ments; mementoes and personal 
effects of the Great EnMnHp utnr 

Tokyo 

Japan Falk Crafts Museum. ’ 
Woodblock prints by Shiko 

Mu nakata , a pione er (rf the arts 
qnri crafts movement in Japan. 
The museum, in old farmhouse 
buildings. Is a treasure-house 
of the traditional arts. Gfosad 
Tuesday> 


The Seagull 


BlftMNQHAM RIP STUDIO 

Tbe attention excited by this 
chamber Chekhov production 
has nothing to do with casting, 
nor^wtth 'the Rep debut of 
jftvectoc Anthony Clark, a_new 
arrival from Manchester’s Con- 
tact Theatre. It to due. rather, 
to the unusual financing 
arrangement with the young 
actor playing Konstantin, who 
Co-financed the show by dint of 
a series of cheeky celebrity 
interviews, thus ensuring him- 
self a part in the play and a 
place in the annals of enter- 
prise culture. 

Neal Foster's determination 
to beat unemployment has a 
certain grandeur in the context 
of Chekhov’s m usings on the 
suffocation of youth, which is 
largely la^vfog from the pro- 
duction itself. Designer Liz 
FJeUe has set it in a garish 
Munchean landscape of rau- 
cous colours within swirling 
topographical lines, which sug- 
gests an expressionist bleak- 
ness at odds with the elaborate 
period costuming. A bald white 
boulder, half submerged, pro- 
vides, the performance area for 
Konstantin’s play, which is 
amusingly performed to a 
cacophony of homemade per- 
cussion that is almost as for off 
cue as tire slaps of the assem- 
bled household at the clouds of 
midges. 

Clark is good at drawing out 
Chekhov’s humour, but his 
production suffers badly from 
a failure to knit his company 
together and find a consistency 
of theme and pitch. Some of 
the casting is quite unconven- 
tional, the rest is very conven- 
tional indeed. The most com- 


ical outburst that bellies out 
during the course of the even- 
ing to an alcoholic dementia 
which to at once funny and 
savage. In this actress’s abfltty 
to let her mood fragment her 
features lies an echo of 
Munch's famous Scream, 
which is stylistically about as 
far as it could be from Kon- 
stantin's understated despera- 
tion. 

Masha carries an anguish 
that also passes dean over the 
pretty head Emily Raymond's 
Nina, whose schoolgirl gush is 
captivating enough but who as 
yet does not match it with 
emotional growth. To be fair, 
she is thrown into deep water 
by the casting as Trigorln of 
Peter Guinness, a strong actor 
more suited to brooding melan- 
choly than suave cynicism, 
with the result that his perpet- 
ual notebook scribbhngs have 
an air of artistic underconfid- 
ence rather than social detach- 
ment. 


pelling performance comes 
from Michele Wade’s Masha, 
who opens the play in a hyster- 


The obvious cavill is that 
Guinness does not look old or 
sophisticated enough either to 
make a woman of Nina or ever 
to have crossed the monumen- 
tal portals of Roberta Taylor's 
matronly Axkadina. Yet the 
suggestion that he is a sou sub- 
stitute, to an extent of which 
only Konstantin is aware, is 
interesting and potentially flln- 
m ma ting, if only it were car- 
ried through. Instead of pres- 
enting a rounded 
interpretation of Chekhov’s 
poetic masterpiece, Clark has 
created a jigsaw of ideas and 
and styles that has yet to be 
assembled into a whole. 

Claire Armitstead 


SALEROOM 


Minor Impressionists 


Sotheby's was d el igh te d with 
the demand yesterday for its 
wwiit division Impressionists 
and Moderns, those artists who 
are the foot soldiers alongside 
Monet, Rernnr, Van Gogh, and 
their ilk. The morning session 
brought in almost cUhn. with 
Just 9 per cent unsold. 

The top price was the 
£236,500 paid by a telephone 
bidder for a collage and 
gouache. of .1917 by the w*tian 
artist Mario Sironi depicting a 
lorry in an industrial back- 
ground. Its high estimate had 
been £35,000. A typically 
depressing Bernard Buffet, 
“Nature morfce an comptier,” hr 
brown, yellow and white, dou- 
bled its estimate at £126,500 
and a similar, composed of 
greys, went to the same buyer 
for £115,500, way above fore- 
cast. 

In the afternoon, among the 
ceramics, a growing sector, a 
jug by Vlaminck, just over 6 
ins high with a pattern of flow- 
ers, believed to be unique, sold 
for £11,495.. A 12 inch, high 
bronze produced in 1967 by 
Diego (brother of Alberto) Gia- 


cometti, “Le chat maitre 
dTidtel," depicting a cat hold- 
ing out a bowl, just about dou- 
bled its forecast at £27,500. 
Christie’s sold a similar on 
Tuesday for £10,450. 

Christie’s auction covering 
the same market totalled 
almost £2m with 78 per cent 
sold. The top price was the 
£143,000, way above estimate, 
paid for an untypical view of 
cliffs painted to Buffet in 1955. 
The best price paid for Henri 
Lebasqne being the £88,000 
which secured a view of the St 
Pierre ponds; for Henri Le 
Sldaner the £66JX)0 for a village 
in the snow; and for Henri 
Martin the £26,400 for boats on 
thw hftnr h nf CoQloure. 

A colourful gouache on 
paper by Ldger of playing 
cards sold for £26JW0 while a 
tablecloth tom into tbe shape 
of a dove by Picasso sold for 
£7450 as against a £900 top 
estimate. The vendor had been 
at dinner with Picasso in 
Mines after a bullfight in 1952 
when the artist produced this* 

Antony Thorncroft 
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The tide 
in Tokyo 


WHEN MONETARY policy In 
the world's two biggest credi- 
tor countries is subject to 
simultaneous abrupt changes 
of tad: it is inevitable that the 
rest of the world’s markets 
should feel the backwash. The 
only question is whether Lon- 
don and Wall Street have been 
over-reacting to events in 
Japan and West Germany, 
where the recent rises in 
short-term interest rates have 
first undermined bond prices, 
then worried equity investors. 

The sharp reaction in the US 
markets on Tuesday was attri- 
buted as much to the weakness 
in Tokyo as to a half-yearly 
statement from Federal 
Reserve chairman Mr Alan 
Greenspan to Congress which 
suggested that US interest 
rates would not come down for 
some time yet But yesterday’s 
less than panicky response on 
Wall Street to a spectacular 
fall of more than three pear cent 
on the Nikkei index suggests 
that American investors are 
not completely mesmerised by 
nervous twitching in the much 
larger equity market on the 
other side of the Pacific. 

The problem in Japan arises 
partly from an excess of stock 
market euphoria before Christ- 
mas, partly from the aggres- 
sive statements of a new presi- 
dent at the Bank of Japan, Mr 
Yasushi Mleno, who mis been 
anxious to put a brake on mon- 
etary expansion. Successive 
increases in the Official Dis- 
count Rate, including the rise 
on December 25 which finally 
called a halt to the equity mar- 
ket boom, were prompted by 
understandable concern about 
domestic monetary conditions 
and by the weakness of the 
yen, which has been depressed 
by a capital outflow from 
Japan Ear in excess of the coun- 
try’s trade surplus. 

More fears 

After the widely predicted, 
and thus heavily discounted, 
victory for the ruling Liberal 
Democratic Party in the elec- 
tion, an over-blown market had 
nowhere to go but down. Yes- 
terday’s plunge, which was 
exacerbated by technical fac- 
tors, was driven by further 
fears about the Bank of 
Japan's interest rate regime, hi 
fact the central bank has indi- 
cated that tightening is over 
for the moment. But the risk 
remains that nervous inves- 


tors' fears could become 
self-fulfilling: panic at home 
encourages farther capital out- 
flows, which in turn weaken 
the yen, prompting further 
tightening in response to cur- 
rency weakness. 

The relative ease with which 
the US Treasury bond auctions 
were completed last week none 
the less suggests that nemesis 
is still some way off The mon- 
etary problem in Europe, how- 
ever, has become much mare 
pressing since the West Ger- 
man Helmut Kohl 

chose to speed up the process 
of monetary union. 

Fiscal strains 

The size of the monetary 
overhang in the East can be 
e x aggerated in relation to the 
much larger West German 
economy. But the fiscal strains 
likely to arise from absorbing 
the huge army of East German 
immigrants and providing 
emergency aid to those who 
respond to exhortations not to 
cross the border win be great 
So, too, w£Q the capital invest- 
ment required to bring East 
Germany's ailing economy up 
to West German standards of 
productivity. 

This increased demand for 
funds coincides with an invest- 
ment boom in the rest of West- 
ern Europe. And since the 
Bundesbank ran be relied on, 
against that background, to 
maintain a tight monetary 
rein, bond prices have been 
understandably soggy. On 
purely economic grounds a 
D-mark revaluation within the 
exchange rate mechanism of 
the European Monetary Sys- 
tem might offer a practical 
solution to tile immediate prob- 
lem. But it is unlikely to hap- 
pen in the short run because of 
the counter-inflationary sym- 
bolism attached by the French 
to the mark-franc parity. 

Further afawfl the develop- 
ment of eastern Europe as a 
low cost source of supply for 
the West should have a 
non-inflatlonary 
Japanese economy is still 

in the US are hardly cata- 
strophic. Major shifts in mone- 
tary policy may be uncomfort- 
able at the time. But if past 
form is any guide the Germans 
and Japanese will manage the 
transition without disastrous 
consequences. 


Canada’s brave 
budget 


CAUSING VOTERS short-term 
pain, a^d promising them more 
in the long term, is not a guar- 
anteed way to win elections. 
But that was the option that 
Mr mwm^i Wilson, Canada's 
finance minister, took in Tues- 
day's budget, and bis firmness 
is to the credit of Prime Minis- 
ter Brian Mulroney's Govern- 
ment, which has not been 
noted for its political courage. 

Rising interest rates have 
derailed the Government’s fis- 
cal strategy in the last two 
years. Last year’s budget 
attempted to square the ctote 
with a mixture of revenue and 
expenditure measures which 
was skewed disproportionately 
towards higher taxation. 

Mr Wilson's 1990-91 budget 
represents a step forward. Hie 
has cut transfers to profligate 
provinces for funding poet-sec- 
ondary education and health 
care. Some federal programmes 
have been capped at 5 per cent 
growth, including science and 
technology grants, social wel- 
fare funding to the three rich- 
est provinces, defence and for- 
eign aid. Petro-Canada, the 
national oil company, is to be 
privatised. This puts an end to 
tiie National Energy Policy, an 
ill-conceived strategy to buy 
out foreign oil companies. 

There are two risks In the 
deficit-cutting plan. The first is 
that, as last year, higher than 
expected interest rates may 
undercut the assault on spend- 
ing. Mr Wilson's forecasts of 
moderating inflation and fatt- 
ing interest rates seem over-op- 
timistic. 

Inflationary risks 

Any move towards lower 
Interest rates - not easy in the 
context of rising rates world- 
wide - would push the dollar 
down and carry inflationary 
risks. The Government may 
well fear that continuation of 
tight money will depress the 
economy still further. Growth 
is already forecast at 13 pear 
cent this year, half last year's 
rate; any further slowdown 
would raise welfare payments, 
adding to pressure on the defi- 
cit. But the most prudent 
option, given the inflationary 
pressures on wages, is to resist 
the temptation to ease and to 
make sure that the markets do 
not lose their confidence in the 
Bank of Canada's anti-infla- 
tionary zeaL 


The second risk, given the 
gloomy economic outlook, is 
that the Government will lose 
its nerve. The Conservatives 
are at an all-time low in the 
opinion polls, and high interest 
rates and austerity will not 
help. 

Mr Mulroney benefited In 
the last election from the 
weakness of the opposition Lib- 
erals, and the inability of the 
left-wing New Democrats to 
exploit opposition to the Free 
Trade Agreement with the US. 
Fiscal deficits, unfortunately, 
make poor election issues, and 
spending cute are easy targets. 

Provincial transfers 

Against that, the Govern- 
ment has now shown itself 
willing to c onfr ont the sensi- 
tive issue of provincial trans- 
fers, an encouraging sign of 
stiffening backbone. The next 
step should be to reexamine 
the social spending network. 

Across the board cuts are 
not necessary. But why not 
explain to Canadians that not 
everyone needs baby bonuses 
and other state entitlements? A 
starting point would be to 
examine the prfarfpfe of uni- 
versality. 

On unemployment insur- 
ance, the Con s er v a tiv es have a 
poor record. A l t hough reforms 
of the creaking system are stal- 
led in the Senate, the Govern- 
ment has virtually ignored the 
Macdonald Commission 
Report's call for sensible 
changes, and those of the For- 
get Commission Report; both 
pointed in the direction of 
greater selectivity. 

The Government should also 
get to work on some of the 
more obvious str uct u r a l prob- 
lems in the economy, many of 
them detailed In hot year's 
OECD report. Trade between 
provinces today is less fine 
than trade between Canada 
and the US in the aftermath of 
the Free Trade Agreement, a 
ridiculous situation. 

None of these reforms will be 

initially popular, neither was 
the Free Trade Agreement, 
which won the election for Mr 
Mulroney in 1988 and is begin* 
ing to snow results. If be can 
convince the electorate that 
reforms are necessary, and 
assuming he can rely on the 
continuation of a divided oppo- 
sition, he could com tiuwigh 
again in 1893. 



W henever politi- 
cians object to 
basic income or 
negative income 
tax schemes on the grounds 
that they encourage a depen- 
dency culture, I normally go an 
to ask if they are also against 
investment or inherited 
income, which have many fea- 
tures in common. 

The country from which I 
would have expected some 
sympathetic echo was the 
United States, where share 
owning is widespread and non- 
work income runs into many 
hiTUnpq of dollars. But it is in 
the US where hostility to hand- 
ing over benefit is greatest. 

Fart of the explanation for 
this has now been provided in 
a fascinating paper* by Profes- 
sor John H. Langbein of the 
University of Chicago Law 
SchooL Langbein concentrates 
on the top third to a half of the 
US population, whom be calls 

flip miHfllp and Upper miiMla 

classes. He argues that the 
transfer at death, which was so 
Lang a feature of bourgeois cul- 
ture, has a lmost disappeared 
among this group. 

In the 19th century, owner- 
ship of a form or firm rescued 
a person from a life of menial 
labour — what Marx called 
wage slavery. A parent’s ambi- 
tion was to leave a stake for 
his child, who would typically 
succeed when young adults. 

The first big change high- 
lighted by Langbein Is that 

Longer life and 
pensions have been 
fatal to wealth 
transmission 


wealth transmission now 
occurs much earlier: during 
the educational process. The 
standard economic explanation 
is in terms of human capitaL 
Skill embodies knowledge. 
New knowledge not only dis- 
places old knowledge, but 
plant and equipment too. The 
correlation between education 
and income, has. often^ been 
demonstrated. In 1985 The 
median annual Income of 
full-time adult male workers 
with only high school educa- 
tion was less than 120,000. Far 
those with four years of college 
it was more than 530,000, and 
for those with more than four 
it approached $40,000. _ 

An American parent contrib- 
utes much more to the cost of 
university education than Ids 
European counterpart, espe- 
cially in the case of private 
universities. 

lianghein rites the case of a 
Mr C.Y. La, who had the mis- 


ECONOMIC VIEWPOINT 

A lesson in 
inheritance 

By Samuel Brittan 


fortune to have one son at 
Princeton and another at the 
Harvard Law SchooL Mr Lu 
sold his i n ve stments and took- 
a second mortgage to raise 
$1404)00, saying: Tve told my 
sons: your education is going 
to be your inheritance.” 

The second Mg change fa the 
need to provide for a now 
lengthy old age. This has been 
facilitated by the rise of 
“ annuitiz ation" , that is the 
process of allowing a person to 
consume his capital at a steady 
rate, with a built-in insur ance 
against living too long. 

Pension funds are the most 
obvious example^ Tnftaari there 
are irresistible tax incentives 
tor people to save through pen- 
sion funds. Pension wealth is 
consumed over the lifetime of 
the citizen and his spouse; only 
a negligible fraction goes into 
intergenerational transfer. 
Greater life expectancy and the 
availability of pensions have 
been the fatal blows to conven- 
tional wealth t ransmiss io n. 

As in the case of education, 
the pension revolution does 
not affect the minority of very 
rich. Dynastic wealth cannot 
be stuffed into a pension fund, 
if only because of the tax 
exemption ceilings. College 
hil ls also donf ffl 

large fortunes; and there are 
intrinsic limits to how much 
education an individual can 
absorb, which are reached well 
before the really wealthy 
would begin to notice. 

Neyertijeless, the middle- 
class revolution has created 
new social norms which are 
beginning to affect old notions 
of inheritance even among the 
plutocrats. Langbein me n t i o n s 
Mr Warren Buffet, c hairman of 
the Berkshire Hathaway Hold- 
ing Company, whose personal 
wealth is estimated at $L5bn 
(equivalent to the budget defi- 
cit of many middfe-slzed coun- 
tries). But Mr Buffet plans to 
leave his children a mere few 
hundred dollars. He 

is clearly aware cf the analogy 
between an inherited private 
income and state benefits. For 


he Bare it would be antisocial 
to set up Ids childre n "with a 
Bfathne supply of food stamps 
just because they come out of 
the right womb.” 

A New York entrepreneur, 
Eugene Tjmg , plans to. disin- 
herit his children "to give my 
kids flw tremendous satisfac- 
tion of making it on their own" 
- not a satisfaction which 
many ' European children 
would fight to possess. 

These are still minority atti- 
tudes among the American plu- 
tocracy. However their spread 
suggests that conventional 
wealth transmission is losing 
some of its legitimacy - a loss 
which is easier to understand 
when wealth *»i™* the form of 
fftiwf Hum when it. is a 
family wwp«tiw and. estate. 

How desirable are all these 
changes? . . 

On the Bte atimwi mfle, the 
human capital view is open to 
challenge. Higher education 
may operate as a fitter rather 
than as a source of useful 
knowledge and training. 
According to tiie fitter theory 
employers use educational suc- 
cess as a short-cut method of 
selecting able and well-moti- 
vated recruits. But that does 
not mean that they fully value 
tiie additional ulema tits gradu- 
ates have acquired. 

Hi gher education may also 
be a "positional good.” It is 
desired because of its scarcity 
and would be much less attrac- 
tive if everyone had it Accord- 
ing to this theory, even if the 
educational standard of all lib- 
eral arts colleges were raised 
tothat of Harvard and Yale, it 
would not help - because part 
of the attraction of the Ivy 
League is belonging to a privi- 
leged minority. 

The human capital, filter 
and positional goods theories 
may all be partly true. The 
heretical variants do not 
weaken the case for expensive 
educational investment by the 
individual family; but they do 
suggest some deadweight foes 
on the part of society - unless 
higher education is regarded as 


- j 


a consume- good, or valuable 
for its own sake, which is 
equally subversive of the 
h uma n c apital view. 

The disappearance of so 
nradi family wealth into pen- 
sion. funds is also debatable. It 
does not just represent an 
h mocent desire by household 
to m nia imn their Capital 

rf yrlng Kfetime. The pro- 

cess is encouraged by tax privi- 
leges which, as in Britain, 
almost compel people to take 
out pension schemes. 

Would not capitalism with a 
human face take a different 
route altogether and extend to 
the whole population that 
“modest competence” which 
wnmhiad 19th century writers 
such as Jane Austen and 
Charles Darwin to carry on 
their work without having to 
wonder where their next crust 
of bread was coming from? The 
only thing wrong with 
unearned Income and inherited 
wealth is that too few of us 
have it an argument which 

lyripttt to rirang to g the tfeath 
duty system into a genuine 
inheritance tax and for moving 
towards a basic income which 
win benefit those unlucky in 
their of parents. 

Continental Europe has not 
gmw nearly as far as thp US 
along the road marked out by 
Langbein. In particular the 
substitution of educational 
expenditure for conventional 
wealth transmission is less 
advanced. Governments are 


New middle-class 
norms are beginning 
to affect old notions 
of inheritance 


more involved and try to iron 
out differences between univer- 
sities. Tuition fees are negligi- 
ble and students Eve at home, 
so education is less of a threat 
to wealth transmission. But 
because of hi gher tares there 
is Iras wealth to transmit. 

It is not an accident that 
European culture is f ri endlie r 
towards both inherited wealth 
and state benefits than Ameri- 
can culture purports to be. But 
Europe rather than the US 
may be the pointer towards the 
future. For as societies become 
richer, both types of cushion 
become more desirable and 
more affordable. They will also 
become indispensable if there 
turns out to be envir onmental 
or social limits to growth, 

*The 20th Century Resolution 
in Family. Wealth Transmis- 
sion. William & Hein & Com- 
pany, Inc. 1285 Main Street, 
Buffalo, New York 14209. 


Waterloo 

customs 

■ Philip Nash retired 
yesterday as the Commissioner 
of Customs and Excise respon- 
sible for ooHcv and planning 
in such areas as customs con- 
trol of passengers and freight 
In other words, he was the 
man who ensured that you 
might be stopped at Heathrow 
or Dover in case you were try- 
ing to bring in anything ttlegaL 

Nash had just presided over 
one of his department's most 
important policy decisions: 
the ruling that passengers 

arriving at Waterloo through 
the Channel Tunnel must go 
through customs when they 
leave the train. He has very 
strong views on the subject. 

Nash says that the high 
point ofhis career was when 
he made t he spe ech at the (ms- 

tom piffTw i g n*i p annum din- 
ner 2% years ago. The guest 
of honour was Lord Cockfteld, 
than the European Commis- 
sioner most associated with 
1988 and a Europe sans fron- 
tiers. Nash tedd. him in no 
uncertain terms that the UK 
mast keep centrals at its bor- 
ders. 

That is mote or less what 
has happened, as was con- 
firmed m a written partiameh- 
tary answer yesterday. "Possi- 
bly because we are an island,” 
he argues, "preventive controls 
are effective.” The main con- 
cern now is keeping out drugs, 
but Nash says that officers 
will be also be looking for por- 
nography, rabid animals, 
firearms and any thing alia* 
that It is fQegal to bring in. 
Thus thw familiar red awfl 
green exits, for those who wish 
to declare or not, wfa be 
installed at Waterloo. 

Nash has been at Customs 
and Excise since 1950. He is 
retiring three weeks before 
his 60th birthday in order to 
take a hobday. First port of 
call will be Iceland, a country 

he discovered last yean “They 
have very strict customs 
there," he sayB. “Everything 
is screened*. 

Afterwards he will put his 


Observer 


feet up and may write his 
memoirs. “The trouble is,” he 
adds, “the best bite probably 
can’t be publis h e d . There 
might be two or three chapters 
an the Treasury and it would 
r difficult 


be very diffla 
those.” 


: to publish 


ICI’s new line 

■ An innovation at the presen- 
tation of ICTs annual results - 
in London today. East Euro- 
pean journalists have been 
invited to attend; nine have 
accepted - from Yugoslavia, 
Poland, Chechoslovakia and - 

^ invitations went 
out because the company 
needs to get nearer to its cus- 
tomer base in'Eastem Europe. 
It used, to be a matter of deal- 

Ing with a rrrmTTmnri pmnmng 

and particular ministries. Now 
Id has to deal more directly 
with customers. It has already 
established a joint venture for 
powdered paints for such am- 



sewing machines in Leningrad 
and is l ooking for more. 


Fallen angel 

■ Curators at the Athens 
National Gallery have found 
a six-inch slit ip an angel's 
robe iit the Concert of the 
Angels, a prized work by El 
Greco, which was bought by 
a Greek coHector In Germany 

in the 1930s. 

Nobody is sure when the 
canvas was damaged. The cot 
had been “amateurishly 
painted ov er" and was noticed 
last month during an 
inventory of the collections, 
according to an official at the 
Gallery. 

The discovery comes at an 
embarrassing time; this year 
marks the 450th anniversary 
of El Greco's birth in 
HerakHon on the Island of 
Crete. A top academic seminar 
is being held there in Septem- - 


1 think I Just snorted a Mt 
tf caterpm&rupmynaae.” 

ber to celebrate, followed by 
an exhibition of bis work. 

TTm Concert erf the Angels 
is <me of only a half-dozen 
works fay El Greco in Greek 
pubhc collections, and 
although it is tiie biggest, it 
is only the top half of the 

The bottom half; with 


to the Banco Hlspano 
Americano In Madrid. 


Bugs and mice 

■ At Laing Properties, the 
of a hostile takeover 
fram P&O, the problem 


At Stratagem Group, the 
investment companywhich 


almost completed - a hostile 
bM for Colonnade Development 
CapitaL the problem was mice. 

At least it was on Tuesday 
afternoon when activity was 
at ffs height Two small beasts 
were seen to move Into the 
system, which then broke 
down. Although there were 
nmbite tel ep hones available, 
they were not enough far the 
volume of traffic. Bernard Ker- 


rison, the Stratagem chairman, 

eventually went in with a 

screwd ri ver and did a repair 
job. The Telecom engineer to3d 
him yesterday that it was not 
at all bad, though he M 
mixed up some of the fuses. 

The mice have been named 
James and Capel. after the 
advisers to 


Women’s ways 

■ yvtnw iflfaiary how liltalyy 1 
women can be about other 
women. Mention Glenda Jack- 


who Is seeking to become a 
Labour MP. Afl you mean Is 
that you think that, if elected, 
she would add to the variety 
of the House of Commons, as 

indeed would Sebastian Coe, 
the athlete, who is seeking to 
become a Con servati v e MP. 
But if you men t ion Jackson 
to women, you are liable to 

mk aw Bnrfi ll. "ODWJrtmUSt, 

carpet-bagger, past it, can oily 
speak other people's lines, 
ImapaKte of original thought 
and not a very good actress 
anyway.” That sort of thing. 

I think that we whonTfl wis h 

her the best of luck - and Coe 
as well. 


Turkish tales 

m Jokes about YIMirim Afcbu- 
lnt, the Turkish Prime Minis , 
ter, are now sweeping Ankara. 
Kb and his wife end their imag- 
inary Moscow visit at Swan 
Lake with the Gorbachevs, 
but alas Akbuhrt falls asleep 
and starts snaring. After a 
white hte wife can stand it no 
more and prods him in the 
ribsL Tite premier wakes up 
and, fearfully embarrassed, 
asks if anyone noticed. “Of 
course they did, but there Ra» 
rians are so potite: they are 
all going around on tiptoes,” 
Us wife replies. 

Back to Ankara, the Prime 
Mnister gets Into a tari. “Have 
you heard the latest YUdStim 
Akbulut joke?" asks the driver. 
•T am Yikflrim Akbulut,” says 
Akbulut stiffly . “Oh. well, thaq 
m. tell it you very slowly,* 
says the driver. 


Book Review 



T he rigmiiw *Wh month of 

Drexel Burnham Lam- 
bert, which created the 
junk bond market and made 
bflUbns or dollars out of it, 
marks the symbolic end to n 
dec ade o f explosive gro wth in 
thp world's securities markets.- 
ft was growth, which fuelled 
the speculative trading not just 
of Stocks and bonds, bat ulti- 
mately of mighty companies. 
To most of us, the junk bond 
market looked like an accident 
waiting to happen. 'To an 
investment banker, whose 
business it Is, ft was a classic 
example of bow to squeeze as 
mu ch as possible out of a good 
idea before the competition 
spoils the fun. Investment 
bankers make k lot of money 
because their, ephemeral ideas 
can make a lot of money. The 
■ spec tacular -ar panalnw of the 

business exposed their short- 
comings as managers and, with 
industry contraction setting in, 
many now face an tovbtontary 
change of career. 

But they are often among 
the brightest of their genera- 
tion, separated from the many 
whose . .daily toil, reaps more 
modest material rewards. This 
book, by Sam Hayes, a Harvard 
Business School professor, and 
Phil Hubbard, a former senior 
fellow at the -school 
and now a London-based finan- 
cial consultant, is a history of 
the breed from the Medteis to 

MWywl MTHtatv * 

As it makes dear, many of 
the problems they face now are 
perennial, to an early example 
of a sovereign debt default, for 
example* the Medici bank 
dosed its London office and 
took substantial writeoffs on 
its loans to Edward IV. to the 
early 1920s, the US Govern- 
ment was wanted that a junk 
bond market wak developing in 
New York - the speculative 
loans bring raised for foreign- 
gove r nm ents. 

While capital recognises 
fewer and fewer -boundaries, 
the . same cannot be said for 
investment banks. Those suc- 
cessful tntarnatinnglly are usu- 
ally working from a strong 
beam base, and following their 
clients overseas. Each market 
remains distinct for cultural 
and historical reasons. 

The book, exarotoingthe Mg 
three capital markets, London, 
New York and Tokyo, illus- 
trates Its conclusions through 
three firms: Salomon Brothers, 
Nomura and: Credit Suisse 
First Boston. All three could be 
said to be. atypicaL The three 
brothers Salomon established a 
money broker in 1910, and it 
never became part of Wall 
Street's blue-blooded establish- 
ment 

Nomura has grown into the 
world ’s largest securities house 
from a money-changing, busi- 
ness founded in 1878. While 
playing a central rote to com- 
merce - Japan <fid not have a 
stogie currency at that time - 
money changers were ahnost 
the bottom rung of the social 
order. Even now, tiie firm is 
said to find it hard to recruit 
the best Japanese graduates, 


- INVESTMENT 
■ BANKING: . 

A Tale of Three Cities 
By Samuel L Hayes in and 
Philip M Hubbard 
Harvard Business School Press, S 35 

.... Harper Coffins, £25. .- - 

who stfll prefer the Ministry .of 
Finance or, failing - that, a 
Tokyo city bank. 

CSEB has made its own tra- 
dition. Starting as Credit 
Suisse White Weld, it com- 
bined the i nve st ment power of 
a Swiss bank and the ability to 
innovate of a US investment 
bank. Last year, the seal was 
set on CSFB’a success when it 
in effect swallowed its US par- 
ent, First Boston, ft has been 
one of the few Joint ventures to 
succeed in. the international 
securities business, despite tiie 
♦wwiniw that at times threat- 
ened to tear ft apart 

Salomon’s unequalled suc- 
cess among foreign securities 
firms in Tokyo has been, the 
book suggests, because the 
strategy of careful .expansion 
-pursued-- there has -contrasted 
with its maChn style to London 
mid New York. This style ted 
to a big mistake: Salomon's 
sadden withdrawal from the 
municipal bond markets and 
money markets to October 
1987. These were markets in 
which ft had built leading posi- 
tions, anti Hk> suddenness of 
the departure damaged vato- 
- able client relationships. 

- The authors are critical of 
those fh™ which voluntarily 
submitted themselves to the 
tyranny of quarterly earnings 
reporting by going public. 
Many firms went public to the 
1980s, ostensibly to expand 
their capital, but too often to 
allow theft partners to get rich 
quick. Taking partners’ capital 
out of these flrm&is- rather Jike 
burning the formtora to keep 
-warm, and is unnecessary. 

. -They are rather sniffy -about 
the way Mr John Gutfreund, 
the nhaftman of Salomon, sold 
the store in 196L "Over long 
periods of history, capital has 
followed the path of talented 
people who can use it prodne- 
tivriy,” they say. - 

- - Samuel Hayes has taught 
. many of the br ig h te st to Wall 

Street. Bruce- Wassarsteto and 
Joseph PereHa, the takeover 
experts, were just two of his 
students. But from this stems 
the book’s shortcoming. It is 
an insider's view; and success 
and failure are defined in 
investment bankers’ terms. 
The wider consequences of 
their actions - for example, 
the driride to the junk band 
market - are not examined. 
The only questioning of the r 
excess of the 1980s is from ' 
Henry Kauftnan, Salomon’s 
former chief economist. Wor- 
ried about Wall Street’s shift 
toward "speculative capital- 
ism;” he is quoted as saying to 
198& “We are all going to be 
tainted by thin entrepreneurial 
drive.” 
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CAN A COMPANY SPECIALISING 
IN PRIVATE CLIENTS SEE THE 
WHOLE PICTURE? 




SUCDEN (UK) LTD IS A PROMINENT 
TRADING HOUSE DEAUNG DIRECTLY IN THE 
COMMODITY MARKETS 

We are world leaders In physical soft commodities, 
involved in physical purchase, shipments and delivery. 

We also trade actively for private clients. 

Given the diversity of our client base and its needs - who 
do you Ihlnk is In the best position to advise on the overall 
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FREEPOST, 5 London Bridge' SOwt, London SEX 9SG 
Telephone: 01-378 6322 Fax; 01-378 8956 
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□ Futures & Options . 
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f"B"1 he great and the good lit industry 

■ and the City are sot given to 

M- rocking the boat. But where the 
relationship between management and 
institutional investors is concerned, 
this self-denying ordinance Is inopera- 
tive. A collection of surprisingly outspo- 
ken essays* by pro m i nent Industrialists 
and financiers, published today by the 
National Association of Pension Funds, 
reveals fundamental disagreements 
over the way market capitalism could 
and should work. 

The heat in the debate, which will be 
instantly recognisable to embattled 
financiers cm Wall Street, is generated 
chiefly by the impact of the recent take- 
over boom. According to Sir Hector 
Lain# of United Biscuits, Britain’s 
totally free market in corporate control 
“is seriously damaging to the nation." 
The investment institutions, he says, 
should work oat "a concerted pollcy on 
the damaging .effect . of jdestxucttve spec- 
ulation and wild takeover operations. ” 
Mr David Hopkfnson, the former h««H 
ofU&G In v e s tm ent Management who 
is now diak m a n of Harrisons and Cros- 
ffadri and deputy chairman, of Rn gifah 
China Clays, refers to “a deplorable 
decline in relations between the (Sty 
and Industry during the last three 
years." The word Gtty, ha adds, has 
become a term of abuse. 

From the Square Mile Sir Martin 
Jaoomb of the investment Bar- 
clays de Zoete Wedd complains that UK 
companies do not regard max- 
imisation of their share price as an 
objective. Yet Mr Jonathan Charkham 
of the Bank of England wor rie s about 
investors for whom the maximisation of 
share prices is alL “What the company 
itself does is largely irrelevant its staff 
are of -no consequence. It is a Him on a 
chart, an object of risk assessment, a 
percentage point in an index matched 
fund, a name on a spreadsheet. Nothing 
matters about it except what may affect 
the immediate movement of its share 
price, such as a change of fashion, a 
brokers’ lunch, a market rumour of 
disaster, the whisper of abitL It is a buy 
at 180 and sell at 230." 

Refining to other financial systems, 
such as Japan’s, Mr Charkham says 
that "other things beiruSr equal, patient 
money will always beat impatient 
money in competitive situations" and 
that the nature of the domestic capital 
market puts British boards at a disad- 
vantage. 

Most of the contributors would none 
the less probahly go along with thB con- 
tdngjpn of the loint Confederation of 
British Industry-City task force whidb 
suggested in 3S87 that it would be unre- 
. aHstic to try to re-model the UK finan- 
cial sy s tem on West German or Japa- 
nese lines.. But if the. banks .or 
bureaucrats are not to play an 
increased role In . monitoring British 
industrial performance, what alterna- 
tives are available? 

Since the early 1970s the conven- 
tional, response in Britain to this ques- 
tion - which is only now being echoed 
In the United States - his been 
increased intervention by the big insur- 
ance companies, pension funds and 
other institutional investors. Yet in 
practice the Institutions have been slow 
to make the transition foam Investors to 
owners. They have mare often exercised 


John Pleader looks at relations between 
management and institutional investor 

A rocky boat 
in 
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Stock Exchange is criticised for lock at 
concern over private shareholders. 

Solutions fo are notorlfw^ply 

more difficult diagnosis. But most 

of these writers agree that part of the 
answer to short-termism is better com- 
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Value off takeover bids In UK market 

ExpendturaCbMon . 



turn down a takeover offer for fear of 
the Impact on their Investment perfor- 
mance if the share price Mte after a 
successful hid defence. It also means 
that financiers «»n wmIm huge fees on 
bids and deals by encouraging raiders 
to bridge the valuation wa n. 

The opportunistic climate has been 
fostered by deregulation and Big Bang 
in the interests of a questionable 
increase in liquidity that is scarcely 
designed to bind institutional investors 
more closely to industry. As Mr Hhpkto- 
son puts It “Whereas two years ago the 
majority of the people in the City were 
working primarily for dwtr rfy»nfr » md 
only secondarily for their own profit, 
the reverse la now the with the 
majority putting self-interest first and 
tiie devil take the client This is deariy 
re overs tatem ent, but the in 

attitude of mind, which is particularly 
prevalent among younger people, has 
been accompanied by an that 

one 1 does not meet elsewhere in public 


discipline by sanctioning takeovers 
when the process of industrial decline 
or managerial nndfitperfannance is well 
advanced than by taking preemptive 
action. Despite their mlsgmngs about 
the record of such industrial giants as 
BAT Industries or GEC, the institutions 
hare shirked c on fro ntatio n with man- 
agements whose stake in the business 
Is negftgtblein percentage terms. 

The workings of an open market in 
corporate control, meantime, throw up 
results that -industrialists understanda?-' 
Wy find curious. It is not dear to all the 
authors, for example, that DRG, the 
packaging and office equipment group, 
stands to benefit from the recent high- 
ly-leveraged bid lfom Mr Roland Frank- 
lin, given Ids experience with leverage 
at Keyser UHmann in the ndd-lSTOs. 
-That episode led to provisions and 
write-offs of more than filQQm and res- 
cue by the Bank of England. 

Nor do some induatrialfsts see what a 
company like R o w ntre e, which had 
Invested heavily and successfully in 


brands, stood to gain from a takeover 
by Nestid,. which bad felled to match 
Rowntree’ s performance in building 
confectionary brands in the UK. Sir 
Hector Laing quotes with approval Mr 
Lee lacocca of Chrysler: "choosing to 
modernise your factory instead of 
increasing your dividend might make 
shrewd business sense, but -It is 
like putting fresh blood in the water - 
a sure fire way to draw the sharks.” 

- At the heart of arguments about 
short-termtem in the takeover market 
lies the problem of dual pricing; bidders 
will always pay a premium over the 
price at which the stock market values 
a given company cm a day-to-day basis. 
How fer the valuation aw fe r enee is due. 
to the tax system, negative goodwill 
relating to poor management perfor- 
mance, or the feet that control of a 
company, as opposed to a small stake, 
naturally commands a pr emfom , is a 
matter for debate. 

Yet the existence of the premium 
means that investors- cannot lightly 


institutional investors. But how com- 
plete an answer? Sir David Plastow, 
chairman and chief executive of Vick- 
ers, is a keen advocate of investor rela- 
tions. Yet this has not protected him 
from the unwelcome attentions of Sir 
Ron Brierley, the New Zealand raider. 

In the meantime many industrialists 
who double up as fund trustees 

are over-awed by the Pandora’s box of 
performance assessment techniques 
opened up by the consulting actuaries. 
They do not follow Mr Hopkinson’s 
advice, which is to performance, 

figures at most once a year and to make 
a major review of portfolio performance 
and strategy every three or four years. 
Nor do most merchant banks, far whom 
performance figures are a marketing 
tool and takeovers an opportunity for 
Tugfanft performance tmittnwiwnwntL 

As for a more active institutional 
role, most of the essayists are in favour. 
But at the Prudential, which has long 
played a creditable part in trying to 
replace bad incumbent management in 
some of Britain’s larger companies, Mr 
Ron Artna counsels against excessive 
optimism. There are limits to what the 

faMtiiHiinir ram arWa up 

With the collapse of the junk bond 
market, and a cooler cflnmte for take- 
overs the tensions may abate a little of 
their own accord. But the past three 
years have left an urge among same 
industrialists for nonmarket solutions. 
Sir Hector Laing is for reciprocity in 
relation to foreign bidders and for kill- 
ing bid arbitrage t h r ou gh restrictions 
cm voting rights. More surprisingly, the 
chairman erf Legal & General Cfroup Sir 
James Ball wants the very un-City 
expedient of two-tier boards. What 
mwtm clear is that owner-manager ten- 
sion is in-buill. Has rWfwmrei have at 
least been frankly aired in theee essays. 

* Creative Tension? The National 
Association of Pension Floods; £W. 


Congestion In London 


Travellers could ride 
and not ‘mind the gap’ 

By Stephen Glafster and Tony Travers 


T here is a yawning gap 
between the capital 
costs of new railways 
and the revenues they appear 
capable of earning. Govern- 
ment statements last year sig- 
naled a more generous policy 
towards bridging it Even so. it 
is now plain that the contribu- 
tion of new feus to solving the 
problem, of .oangestfou.to cen- 
tral London is going to be lim- 
ited. Moreover, confirmation 
this week for Cecil Parkinson, 
the Transport Secretary, of a 
continuing major roads pro- 
gramme will mute irate imme- 
diate difference. The only real- 
istic option is to make better 
use of the transport assets we 
already have. A great deal 
could be achieved quickly and 
at little cost by the humble 
omnibus. Road pricing and the 
bus taken together make a 
pwrimga which offers a marked 
and long-term improvement in 
the quality of life in London. 

Last spring in a paper enti- 
tled Transport in London, Mr 
Raul Chamkrn. Mr Parkinson's 
predecessor, said: "I want to 
see demand for transport met, 
not suppressed. And I want to 
see London pairing its own 
way.” Radi investments would 
be flwmpftd by passengers and 
those land owners who benefit, 
with a relatively «mair public 
sector grant in recognition of 
Iranftftfrs such as rdifif of 

Events since have shown 
that the private-sector contri- 
butions are nowhere near 
enough to fill the gap. Mr Par- 
kinson an nm i nwri tru> cost of 
the Jubilee line extension as 
gihn at today's prices Dock- 
lands developers’ contribution 
wiQ be about £400m cash; the 
real ttiqmrtnfpit TTp p sp n t value 
of this contribution will be 
less, since it win be paid over a 
period of years. So the hoax’s 
share of the flmmoiwg is to be 
found by pubhc sector grant It 
is unlikely that developers 
would give as readily to other 
rail investment as those in 
Docklands gave to the Jubilee 
extension. 

One of Mr (Shan- 

non’s statement is that all 
transport prices should be 
appropriately set In the case of 
the overloaded Underground, 
fares should be raised. This 
would increase Internally gen- 
erated revenues, which could 
be used to expand investment 


and to employ sufficient staff 
to keep the existing system 
working to its potential. Fares 
have not been keeping pace 
with growing personal dispos- 
able incomes and so it is not 
surprising that in a labour-in- 
tensive industry London is get- 
ting an under-staffed, increas- 
ingly overloaded system the 
quality of which fells below the 
rising aspirations of its 
increasingly weD-off users. 

But the Transport Select 
Committee reported that it was 
unconvinced by the case for 
raising feres. Subsequently fire 
Secretary of State restrained 
BR and LRT proposals to raise 
feres by the amount the opera- 
tors had thought to be appro- 
priate (FT, November 3). 

The feet that politicians of 
all parties are not prepared to 
live with the consequences of 
feres increases poses the ques- 
tion of whether it is politically 
feasible to ration London’s 
public transport by price and 
to raise enough money to 
finance effective investment. 
itean i w fares are to be held 
down, rationing will actually 
be by tiie crush and more sta- 
tion closures. 

So, developers will not pay 
enough ana passengers will 
not be made to pay. Proposals 
for new methods of specific 
tax-financing have not found 
favour. Apart from doing noth- 
ing any other solution will 
have to meet at least three cri- 
teria: it must cost the Treasury 
little; it must provide for Lou- 
don’s growth; and it must 
improve the quality of life. 

New road building on a 
grand scale in inner London is 
expensive and politically diffi- 
cult - it foils tiie cost and the 
quality of life tests. But the 
bus could achieve so much 
more than it does at present at 
a fraction of the capital cost of 
new rail investment Forty per 
emit fewer bus passenger jour- 
neys are made now than In 
1966; bus miles run are down 
31 per cent Recently, all the 
attention has been an the big 
rail investments while the cap- 
ital invested in London buses 
has been allowed to fall. More, 
newer buses and more frequent 
services with improved travel 
times should push up the num- 
ber of riders on buses towards 
what it was and take pressure 
off the more congested parts of 
the Underground. 


The bus is inherently more 
flexible than rail in the face of 
fixture uncertainties. But the 
bus can only succeed if speed 
and reliability are improved. A 
recent estimate is that if Lon- 
don’s buses could achieve their 
early morning speeds through- 
out the working day their 
financial losses of about £ 100 m 
a year would turn into a small 
profit and, additionally, pas- 
sengers would save time to the 
value of at least £100m a year. 

Improved parking policies 
and rigorous enforcement 
would help. But the most 
attractive option is to do 
♦hmg g properly «nrf implement 
a package Including road pric- 
ing: a of charging all 

vehicles for their use of con- 
gested London road space - 
for example for electronic mon- 
itoring or by a less sophisti- 
cated system such as the dis- 
play on windscreens of a paper 
permit of the sort used for the 
road fund licence. This is feasi- 
ble and, property designed, it 
would reduce central area traf- 
fic congestion, and speed up 
buses «wd taxis. 

It would also provide sub- 
stantial revenue for reinvest- 
ment in minor road improve- 
ments, the improved bus 
services and a contribution to 
some of the Underground rail 
schemes. It would render the 
s u rrogate “road-priring n role of 
on-street parking charges 
redundant and release their 
enforcement resources for pre- 
vention of irresponsible park- 
ingjn places where it restricts 

trufflp HOW. 

Improved bus services with 
or without road pricing could 
produce benefits lor London in 
a very short time. No new 
Crossndl-type of development, 
even if the Government 
announced the beginning of 
seeking P arliamentar y powers 
next autumn, could be operat- 
ing much before 2000. 

A new balance between 
buses, cars and the Under- 
ground could allow London to 
continue to develop as a world 
city without vast Treasury or 
developer mntrihiiHnnii Buses 
should be given a ehanftg, 

Stephen Glaister is Cosset 
Reader in Economics and Tony 
Tracers is Greater London 
Group Director of Research at 
die London School of Econom- 
ics. 



.Vo yZf “ HT. y :r r:-. 


The auditor’s positive 
business contribution 


NZ minister reaffirms rightness 
of decision over DFC 


From UrB.G. Jenkins. 

Sir, I regret recent comment 
on the decreased value of audit., 
in the light of the Caparo deci- 
sion anothe apparent expecta- 
tion gap in fraud (Lex, Febru- 
ary 12 and Letters, February 13 
and SO). The impression given 
is that auditors are negative 
and protectionist 

I appreciate the difficult 
practical and legal bars on pro- 
viding aU that miidff be consid- 
ered desirable from an aurifty 
However, that presents a chat 
tenge, not a refuge to the audi- 
tor. We have tried hard to open 
up debate on tbs content and 
value of the audit process and . 


report, the contribution we can 
make to the fight against 
fraud, and how we can make 
■accounts more useful, particu- 
larly fax relation to brands and 
other intangibles. 

We believe the auditor 
should make a positive busi- 
ness contribution. Certainly in 
this firm cmr objectives and 
strategy -are to understand 
what, our audit clients want 
and strive to meet their 

requirements to the best of bur 

abfflty. 

B.G. Jenkins, 

Bead of Audit. 

Coopers & lybrand Deloitie, 
Pfumtree Court, EC4 


Labour’s view : of the City 


From Shauna J. Mackenzie 
Sir, One detects in. Marjorie 
Mowlam’s observations follow- 
ing the collapse of Drexel 
Burnham Lambert (Letters, . 
February 20) . some of the 
Labour Party’s mild obsession 
with the evils, of takeover 
activity. There are a number of 
factors present in the UK 
which would suggest that the 
US experience is never likely 
to be repeated here, evidenced 
not least by the failure of a 
junk bond market to thrive in 
the UK even prior to the 
unhappy experience of some 
UK transactions and the 
Drexel debacle. 


However, most Interesting 
end welcome is evidence of a 
shift from the conventional 
Labour view that the CUy is 
nearly uniform in composition 
(privileged) and intent (evil). 

I look forward to the davet 
opment of a coherent Labour 
policy aimed at partnership 
with .the City end designed to 
support the extensive 
long-term and equity invest 
ment sought by Ms Mowlam, 
but which it is Inappropriate to 
demand, of the long-suffering 
shareholder s of the UK banks. 
Shattna J: Mackenzie, 

59 Third Cross Road. 
Twickenham, Middlesex •. 


From MrDaoid CaygilL 

She, Your Wellington corre- 
spondent (“NZ minister admits 
DFC case mishandled," Febru- 
ary 16 ) has taken an incorrect 
Inferen ce from remarks I n ^de 
last week in relation to the 
DFC. 

I would Hke to put the record 
straight 

Last week, I was asked by a 
member of an audience Z was 
addressing whether with hind- 
sight I thought that tiie Gov- 
ernment should have acted any 
differently than it did with 
. respect to the DFC. 

X s*id that I b«d no doubt 
that we had acted correctly in 
appointing statutory managers. 
I fowl no cause to reconsider 
that decision. 

The one action that I said I 
did regret was the need to deny 
as rfrm gly And as iwwnwflatoTy 


as I did any possibility of Gov- 
ernment involvement in rescu- 
ing the DFC. 

Your correspondent has 
interpreted this to mean that, 
had. we not been under pre- 
sure, the Government would 
have made a different decision. 

That was not what I was say- 
ing. It was not the decision 
that I regretted: a Government 
ball-otxt of the DFC was out of 
the question. 

My regret related to the feet 
that we had to make plain 
so immediately and so force- 
fully. That left an impression 
in some quarters' - an inaccu- 
rate Impression - that the 
Government was unconcerned 
about the collapse of DFC. 
David CaygOl, 

Minister of Finance, 

Parliament BuBdmgs, 
Wellington, New Zealand 


Government ‘is not listening’ 


From Mr Eten GUL 

Sir, Step by step the evi- 
. mounts up against the 
Government's complacent atti- 
tude towards the decline of 
British manufacturing indus- 
try as illustrated by the mas- 
sive trade deficit. 

John MueQbauer’s article 
(“A pattern biased against 
. trader' February 19) is another 
example. It fits in with what 
this union and the Transport 
and General Workers’ Union 
outlined in our recent joint 


report, Making our Future. 

The problem is that there is 
no evidence that the Govern- 
ment fs listening to the unfops, 
the academics or even the busi- 
nessmen. -The commentators 
say we are going to get a "neu- 
tral” budget But that is the 
last thing we heed to get 
manufacturing industry mov- 
ing again. 

Ken Gill, 

General Secretary, 

MSF, 

79 Camden Road, NW1 


German monetary union and the implications for' the Co mm u ni ty 


From Mr Barnard FUghL 

Sir, The inevitable adoption 
of the D-Mark as the currency 
of East Germany raises issues 
as to whether the sharp 
increase in D-Mark bond yields 
which this has prompted is jus- 
tified and as to what points 
Mark thrbwa into 

focus for wider European mon- 
etary union. 

On the assumptions that a 
prudent exchange rate of' 
around &5 East German Marks 
to the D-Mark is chosen - 
keeping East German wages 
competitive but slowing down 
emig ration to West Germany 
- and that measures are taken 
to prevent the overhang of 
East German savings spiffing 
over into excessive consump- 
tion, the formal extension of 
the I>Mark as the currency of 
East Germany ought not, of 
itself, to have a significant 
inflationary impact 


- Tjho fnflarHnnar Y dangers : lfe. 
with the additional, govern-, 
meat spending required and, in 
particular, the extension of 
West Goman welfare benefits 
to East Germany. Here again if 
government expenditure is 
largely on, infrastructure 
investment and. a phased pro- 
gramme of improved welfare is 
adopted - whether <! East Ger- 
mans" are resident in East or 
West Germany - the Impact of 
German unification on infla- 
tion should be* modest. 

Higher government ^expendi- 
ture and private sector invest- 
ment in East Germany will, 
however, put pressure on inter- 
est rates, unless the German 
personal savings rate increases 
or there is a major turnaround 
of foreign capital flows into 
Germany. Part of the pressure, 
however, should be borne by a 
reduced German trade surplus. 

The recent sharp reaction in 


tiie German bond market looks 
overdone, but does throw focus 
on the interest rate implica- 
tions of the increased demand 
piwwi on savings by eastern 
European Investment, at a 
time when s a v i n g s levels have 
been faffing . 

The nwfa argument against 
speedy European monetary 
union is that unless it is 
afwttwpanicri for a parallel shift 
to. a co-ordinated European fis- 
cal policy - representi ng a 
major, merging of sovereignty 
— jt runs tiie risk of exacerbat- 
ing regional economic prob- 
lems «wni nanafng relative eco- 
nomic depression in high 
inflation regions. 

The economic differences 
between East and West Ger- 
many are greater than, those 
among the European Commu- 
nity states, but a common Ger- 
. bmti currency is seff-evidantly 
a prerequisite of German politi- 


cal unification. The truth is 
that European monetary 
union, also; has to be, first, 
about a mqfor shift towards 
European political unification. 
& would also require a consid- 
erable degree of subsidy from 
the tower inflation countries to 
the higher inflation countries 
until such time -as economic 
patterns within- Europe show 

gmnfaw i wi w r gmrp . 

Given the costs to West Ger- 
many of German unification, it 
isduficutt to iwiapinA Germany 
being willing to shoulder simi- 
lar burdens in a wider EC con- 
tort. An EC with a common, 
currency would, moreover, 
inevitably need- to be substan- 
tially German led, -financed 
a nd po tentially politically dom- 
inated. 

Howard Flight, 

Guirmass Flight Global Asset 


32 St Mary at £SR, EC3 



RISK IN TODAY’S VOLATILE 
MARKETS CALLS FOR 
GLOBAL INGENUITY 



More than ever 
before, it is vital for 
forward looking 
companies to manage their risks. This 
means working with a bank that applies 
to tal pro fessionalism hi -finariHiai engineer- 
ing to offer highly competitive pricing on 
aJlmajor currency interest rate swaps and 
swap options. 

At Daiwa Europe Bank we offer such a 
breadth of expertise in this area that 
complex iruilti-currency swap reversals, 
swaps and unusual Gross-cinrency comb- 
inations have become key specialities. 

Daiwa Europe Bank is the flagship com- 
mercial banking armof 
Japan’s US$30 billion 
Daiwa Securities Co. 



This feet alone 
gives the Bank 
access to, probably, 
the best informed data-base anywhere. 
Combine this with a unique Anglo-Japan- 
ese management works tyle that provides 
flexibility with speed and one can enjoy a 
singular confidence in our quotations. 

Any fest-track corporate must now include 
a Japanese representation on their 
retained bank roster. Daiwa Europe Bank 
is geared now to meet the challenges of its 
clients' global ambitions. 

Fbr more information about risk manage- 
ment or our other corporate banking services 
please write or telephone 
Sakae Nakamura 
or Tbm Dissen. 


DAIWA EUROPE BANK pic 

Banking with the best of both worlds 

CiryTbwer, 40 BasinghaU Street, LondoaEC2V 5DE, United Kingdom. TH: 01-315 3900 Tlx; 9419121 Fbx; 01-782 0875 
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Swiss prosecutor asks for $5,400 fine on ex-minister 


By WUliam Dullforce in Geneva 


THE PROSECUTOR in the trial 
of Mrs Elisabeth Komi, the for- 
mer Swiss Justice Minister 
charged with violating the offi- 
cial secrets act, yesterday 
asked the court to impose a 
fine of SFr8.00G ($5,400), but did 
not call for a jail sentence- 

Mrs Kopp was forced to 
resign in January 1989 after it 
was disclosed that she warned 
her husband, Hans, by phone 
that a company of which he 
was vice-president was being 
investigated concerning sus- 
pected laundering of money for 
international drug traffickers. 

Switzerland’s first woman 
Cabinet maintirifi n shA 

believed the information 
passed to her by her personal 
assistant, Mrs Katharina 
Schoop, came from banking 
circles, not from within her 


own ministry. 

Mr Joseph-Deniel Pffler, the 
parliament-appointed prosecu- 
tor, said it would have been 
Illogical for Mrs Kopp to have 
phoned her husband so hastily 
on the basis of ordinary 
rumours. 

Mrs Schoop has said in evi- 
dence she was sure at the time 
Mrs Eopp was aware of the 
source of her information. 

The prosecutor described 
Mrs Kopp’s behaviour, once 
the warning to her husband 
had been made public, as 
“obstinate and tending to con- 
ceal facts”. 

He asked* for lines of 
SFr2,000 on Mrs Schoop and 
SFr3,000 on Mrs Senate 
Schwob, the ministry official 
who had told Mrs Schoop 
about the. inquiry. 



Mrs Kopp (right) leaves court accompanied by her hnsband and daughter, Brigitte 


EC could offer east Europe Ecu2bn aid 


By David Buchan in Brussels 

THE European Community 
should devote up to Ecu235bn 
($2.9bn) out of its own budget 
to eastern Europe over the 
next three years, its Brussels- 
based executive proposed yes- 
terday. 

Mr Peter Schmidhuber, EC 
Budget Commissioner, in pres- 
enting the Twelve with the 
costings for aid to eastern 
Europe, said he was keeping 
increases low enough to avoid 
breaking the overall planned 
budget ceilings negotiated by 
EC leaders in February 1388. 

This is likely to satisfy the 
Council of Ministers but may 
be too low to please the Stras- 
bourg Parliament which 
together with the council 
determines EC budgets. 

Mr Schmidhuber’s proposals 
are contained in a mid-way 
revision of the EC’s 1988-92 
finanriai perspective and will 
be translated shortly into for- 
mal budget plans. He said, 
however, that his plan took no 


amn imt nf the potential im p a c t 
of East Germany joining; one 
way or another, the Commu- 
nity. 

There were many imponder- 
ables in determining whether 
East Germany would be a 
drain or an asset. On the reve- 
nue side of the equation, it did 
not have a value added tax sys- 
tem such as is used as a partial 
key to calculate EC budget 
contributions. On the spending 
side, the speed and nature of 
monetary union with West 
Germany would 'affect how 
much Community aid East 
Germany would need or 
deserve. 

Therefore, Mr SdunkBruber 
was doubtful whether the Com- 
mission could be very precise 
in its paper - to go before the 
special April summit of gov- 
ernment heads - on the 
impact of German unify an the 
EC. 

So far only Ecu300m had 
been earmarked in the 1390 


budget for Poland and Hun- 
gary. The Commission is now 
proposing a further Ecu200m 
this year for five other east 
European countries, which last 
week presented their cases for 
help to tiie Group of 24 western 
aid donors being coordinated 
by . Brussels. Aid worth 
Ecu850m is envisaged for 1991 
and Eculhn for 1992. 

Although the tur n* 1 *** is rel- 
atively steep, there is some 
doubt about the speed with 
which sound east European 
projects can be Identified for 
EC aid. After several months of 
evaluation, the Commission 
awarded its first amount of aid 
under the so-called Phare pro- 
gramme for Poland and . Hun- 
gary which is separate from 
mod aid.' 

Under the scheme, p rivat e 
Polish farmers are to get 
EcuSQm worth iff pesticides 
and fungicides which, Brussels 
officials estimate, could save 
EcuSOOm worth at crops. 


In a political .balancing act, 
the Commission is also propos- 
ing more money for the Com- 
munity’s Me diter r anean neigh- 
bours; Latin America and Asia, 
and for internal Community 
policies particularly dear to the 
European Parliament's heart 
such as environment, televi- 
sion promotion, transport, 
energy and training. 

To show flat the Commu- 
nity is not forsaking old 
friends for new, Brussels is 
p ropo sin g that money for Medf- 
terranean, Latin American «nH 
Asian countries, which has 
declined in real terms over the 
past HawmIp, should rise from. 
Ecu63Qm this year, to EcuSOOm 
next year and Eculhn in 1932. 

Mr Abri Matntes, the com- 
missioner responsible for rela- 
tions with these cou ntri es, is 
tr ying to interest EC states in 
encouraging economic develop- 
ment in countries along the 
M ml l iiinm ipam shore. 


Ministers plan to open up arms market 

By David White, Defence Correspondent, In Gleneagies, Scotland 


NINE European countries have 
taken the first steps towards 
creating a more open arms 
rmtrktd- by mahiing manufac- 
turers to bid for contracts from 
<me another’s governments, it 
emerged at a meeting of 
defence ministers yesterday. 

However, Mr Tom King, the 
British Defence Secretary, 
warned after a meeting of the 
Independent Europe an Pro- 
gramme Group (IEPG) that the 
arrangements, designed to 
boost trade flows in military 
equipment, would not work 
unless countries applied genu- 
inely competitive criteria in 
awarding contracts. 

While welcoming steps taken 
towards a more open defence 
market, Mr King said: “Making 
sure that the rules are fair is 
another matter.” 


Senior armaments officials 
have been asked to draw up a 
policy document on the princi- 
ples for operating an open mar- 
ket in weapons, which are cur- 
rently excluded from the trade 
rules of the European Commu- 
nity. ** ; 

. These principles will include 
provisions for so-called juste 
retour, under which countries 
will be guaranteed export busi- 
ness in return for opening 
their military markets. 

However, Mr King stressed 
that these provisions, 
demanded by southern Euro- 
pean countries with weaker 
defence industries, would be 
only transitional and in the 
long tom would not be com- 
patible with free-market com- 
petition. 

The majority of these 13 


IEPG countries, which are all 
members of Nato, have begun 
publishing regular information 
on bidding opportunities for 
dpfpnro contracts on the ifaes 
qf “contract bulletins’* already 
produced by the UK and 
Tranca ' . 

Spain, Portugal and Greece 
- three countries which have 
shown concern about the 
potential damage to their 
defence industries if they open 
their markets - are expected 
to fallow shortly, Mr King said. 

Luxembourg, because of the 
tiny scale of its defence equip- 
ment needs, is the only mem- 
ber to have opted out of the 
initiative. 

Mr King emphasised that the 
scheme was not aimed at set- 
ting up a “fortress Europe.” 

The ministers, meanwhile. 


agreed to draw up a framework 
memor a ndum year for a 
prog ramme of Joint d d**"*” 
research projects known- as 
Euclid. However, Frances keen 
pursuit of. this programme has. 
not been matched by other. 
leedingdefertcemfinufactuxiDg 
countries. Issues of Intellec tual 
property rights under the joint 
programme have yet to be 
resolved. 

In the background of the 
meeting loomed uncertainty on 
the future organisation erf Nato 
in the light of plans for Ger- 
man unification. 

Mr Gerhard Stottenberg, the 
West German Defe nce Minis- 
ter, discussed unification pros- 
pects their milit ary impli- 
cations in private talks 
yesterday with his European 
counterparts. 


Penalties proposed for slow debt payment 


By Charles Batchelor in London 


TOUGH rules to encourage 
European companies and pub- 
lic authorities to settle debts 
promptly have been proposed 
in a draft proposal by the Euro- 
pean Commission’s enterprise 
d i rector ate . 

The directorate proposes 
that 

• public authorities be 
obliged to pay sums owing on 
the purchase of goods and ser- 
vices within 45 days; 

• other purchasers of goods 
or services be obliged to pay 
within the same period unless 
the sales contract stated other- 
wise; 

• there be an automatic obli- 
gation to pay interest at a pre- 


determined rate from the first 
day after the payment dead- 
line. 

The ng qa T terme of payment 
vary throughout Europe, with 
German purchasers settling 
their debts in 30 days, while 
Italian companies and public 
authorities take 120 days. In 
the UK small companies wait 
on average 75 days tot their 
bills to be settled. 

The d i rectorate has decided 
to consider intervening 
because the differences 
between European, countries 
may have a marked effect on 
competition and the security at 
cross-border commercial trans- 
actions. “A climate of Insecu- 


rity represents a real obstacle" 
to trade, it 

The proposals have been cir- 
culated to chambers of com- 
merce and small companies’ 
organisation just three weeks 
after the UK Government pre- 
vented an attempt by a Conser- 
vative MP to gain support far 
legislation aimed at giving 
small companies' the right to 
charge interest on overdue 
payments. 

The proposed European 
directive would apply to all 
outstanding debts, but the par- 
ticular beneficiaries of any new 
roles would be small and medi- 
um-sized companies which do 
not have the power to oblige 


larger customers to pay on 
time. 

Large numbers of busi- 
nesses, particularly «nd 

medium sized e nt e r pr i ses, suf- 
fered from delayed payments 
and were sometimes forced 
into liquid ation , the d ir ectorate 
weld- Some purchasers system- 
atically exploit this sit u a t i o n, 
while public authorities are the 
slowest to settle their debts. 

A directive would provide 
greater legal and financial 
security for c o m p ani e s; would 
strengthen the weaker party to 
c o n t ra cts; reduce the need for 
companies to monitor debts; - 
and encourage the adoption of 

good payment practice, it saM 


UK rates to stay high 


Continued from Page 1 

five currencies. 

But City of London econo- 
mists said it was clear that 
sterling had profited most from 
high British interest rates and 
weakness in the D-Mark and 
dollar. 

Interest rate fears in ten s ifie d 
yesterday at the release of fig- 
ures showing tfmi UK output 
grew faster than expected in 
1989. 


The Treasury and City were 
surprised by preliminary esti- 
mates for the output of the 
whole economy which showed 
gross domestic product 2 per 
cent higher on the year to the 
fourth quarter of 1969, and 2.4 
per cent on the calendar year. 

Economists said the figures 
were too strong for comfort If 
output was being driven by 
consumer demand, this would 
farther push up inflation. 
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BAe strike ‘costs Airbus 
consortium up to $300m’ 


By Paul Abrahams In London 

A STRIKE by engineering 
workers at British Aerospace 
has cost the Airbus consortium 
as much as $300m, according to 
Mr Henri Martre, chairman of 
Aerospatiale, the French state- 
owned aerospace group which 
has a 27.9 per cent stake in 
Airbus.. 

The IS- week strike, which is 
over a shorter working wed: 
and new working practices, is 
threatening to bring the Air-' 
bus production line in Tou- 
louse, France, to a halt. The. 
factory there is a<sa»mhWng less 
than one A-320 twin-engined 
aircraft a month, compared 
with a peak of eight last year 
before the strike. - ■ 

Meanwhile, the manufactur- 
ing divisions of Aerospatiale 
involved in the Airbus pro- 
gramme are at full capamty 
but are stocking output. 

Mr Martre Is threatening to 
invoke an article in the Airbus 
statute which would maim hab 
responsible for per cent of 
the losses caused to the g roup 
by the strike, equivalent to 


$120m. BAe maintains the 
clause excludes losses caused 
by strikes and that the com- 
pany is therefore not liable.' 

Airbus - is- likely to face 
rfgfmg for damages from air- 
lines and leasing companies for 
delayed delivery off aircraft 

The “partners in Airbus ', 
-which include Messerscbmitt- ll 
THHkow-Biohm of West Ger- 
many, which ' has a 37.9 per 
cent stake, and Casa of Spain, 
which has 42 pe r c any are 

Il fflfflnfh gfacr Rffliiiiglji irritated 

at the inability of BAe to 
resolve the dispute. Two' other 
companies which were tar- 
geted by the unions in a gen- 
eral campaign for a shorter 
-working week - Rolls-Royce 
and Smiths Indus- 
tries - agreed to the shorter 
working week after strikes of 
seven and four weeks respec- 
tively. 

However, BAe has said it Is 
unwilling to reduce working 
hours without negotiating 
qaahty and productivity agree- 
ments to offset the lost hours. 


US denies 
support for 
UK lifting 
of sanctions 


By Michael Cassefl in 
London and Peter Ridded 
in Washington 

BRITAIN’S isolation over its 
stand ou South African 
sanctions increased yesterday 
when the US dissociated itself 

from Wi jHah ri j itM — i « h flint 

President George Bush sup- 
ported its posttkm. 

In Washington, a senior 
Administration official 
st re s sed that the White tw* 
did not endorse Britain’s 
intention to lift the vohmfony 
ban on investment in South 
Africa - on which a UK Cabi- 
net decision Is expected today. 
The «H*tjgrmne between flm ITS 
and Britain, however, b over 
tiie immediacy of such a public 
reap m ua rather than Bi^twfaaw 
tfocn behind it. 

- The statement follows 
remarks by Mr Douglas 
Hurd, UK Foreign Secret ar y, 
following tiie EC fa r ri gw min- 
isters meeting in Dublin on 
Tuesday, when he aid that Mr 
Bush had told Mis Thatcher he 
supported her stand. 

Howeve r , a senior Bush 
Administration .official was 
quoted in Washington as 
ra i ling as ra mtetaterprete- 
tfan.* anv characterisation of 
Mr Bush's contacts with Mrs 
Thitrher a “positive,” saying 
that the President had not 
endorsed Britain’s moves. 

The Bush Administration 
agrees with the British Gov- 
ernment’s view that President 
de Klerk should be backed for 
tiie sta^e he has recently taken 
and be encouraged to do mare. 
Bat any US moves will await 
the visits to Washington lata 
in tiie spring by President de 
Kterk and by Mr Nelson Man- 
dels, the recently freed Afri- 
can National Congress leader. 

Unlike Mrs Thatcher, Presi- 
dent Bush is tied by Con- 
gress's refusal to ease sanc- 
tions at this stage and he will 
not want to be associated pub- 
licly with Mrs Thatcher’s 
stand, especially since it is out 
at step with the rest of tiie EC. 

The sanctions issue is of 
considerable domestic political 
Im p ortan ce in the US and Mr 
Bush does not want an unnec- 
essary political fight with 
hjnrif paHcr« and fl i» Demo- 
cratic Congressi on al leader- 


ship. 

The 


e British Government’s 
intention to. act unilaterally in 
an effort to en cour ag e Smith 
Africa towards farther Inter- 
rial could be formally 

announced later today. The 
expected decision was again 
attacked by Labour in tiie 
Commons and also drew fresh 
criticism from some Conserva- 
tive MPs. 

Today’s British cabinet deri- 
sion, i gnorin g «>n« in Dublin 
for unity over South Africa 
pmriWmg policy, threatens to 
anger Anther Britain’s EC 
partners. 

. Go ver n me nt officials contin- 
ued to insist yesterday that 
wrftatn believed developments 
in Sooth Africa now required 
positive encouragement. It 
.was made- clear that Mrs 
Thatcher remained uncon- 
cerned about standing alone 
an the Issue. 

= It was also being empha- 
sised that other EC member 
countries were steadily build- 
ing up trade with Sooth Africa 
while publicly supporting con- 
tinuing sanctions. ■ ■ 

Responding to Labour accu- 
sations that the Government 
faced “miserable hum iliation 1 *- 
on sanctions, Mr William Wal- 
degrave, British Foreign Office 
Minister,' said the - EC partn ers 
had agreed In 1986 that the 
voluntary bon on investment 
would be fitted once a dialogue 
cm reform started. 

Mr Waldegrave, calling for a 
“symbolic but practical 
response” to Presttent de 
Klerk's initiatives, denied 
gestions that there was 
between the Foreign 
and Downing Street over tiie 
correct ap pr oach to sanctions. 

Business lmplica- 
tions,Page9 1 
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By any standards, ye ste r d a y ’s 
3 per cent drop in the Tokyo 
market is unsettling- The 
wider context is becoming 
famflfaT: that of world equity 
markets adjusting downwards 
in with the downtrend in 
global bonds. But in terms of 
sudden movements, Tokyo was 
supposed to be different. 
Indeed, the fell came in spite of 
a ttempts by the authoriti es to 
play their traditional stabilis- 
ing rede. Margin requirements 
have been relaxed for tiie first 
time since October 1987, and 
the Minis try at Finance has 
been actively supporting the 
bond market 

Granted, Tokyo had risen by 
more tfom 10 per cent in the 
last two months of 1988. Its 8 
per cent correction since then 
is merely in nm» with 
and New York. But over the 
past two years Tokyo has risen 
by about 80 per cent - twk» as 
fast as the other two — and 
several of the factors which 
Tfiofip fhig ppphte no longer 


Sham price relative to the 
FT-A Afl- Share Index 
220 : 



1985 86 


Tm ga Tumgfft of falling 
oft prices, which saw Japan’s 
oil import bill fell by 80 per 
cent between 1980 and 1988, 
has been reversed. Oil prices 
have risen by 17 per cent over 
the pest year »™i tiie price of 
other essential raw materials, 
such as iron ore, are op by a 

dmflar wranimt Inflationar y 

pressures remain remarkably 
modest but that is mainly 
because c orp or a te margins are 
taking the strain. The recent 10 
per cent drop in band prices 
has also damaged corporations’ 
ability to bolster their pr o fi ts 
with financial gains. The pros- 
pect of double-digit panilng a 
growth no longer looks so 
secure. 

The final bugbear is the sur- 
prising weakness of the yen. 
Its streng th in 1987 and 1988 
was critical to tiie success of 
the equity market; its current 
weakness is correspondingly 
worr yi ng. It did not recover 
after the Government’s com- 
fortable re-election last week- 
mid, and if it does not start to 
strengthen after the long-ex- 
pected discount rate rise there 
really will be cause for alarm. 
After all, the- yen whs strongest 
when Japanese interest rates 
were ifarbasfeTKdnts above 
West Germany^. They are now 
150 basis points below. Any 
suggestion that they would 
have to be raised by this 
amount would really cause 
trouble for equities. 

Royal Dutch/SheU 

The rnKria* gazed at Shell's 
82 per cent increase in the 
and was unim- 


pressed, knocking 4p off the 
shares. Just as with BP, one 
has to «ttip out a whole range 
of one-off items - gains on 
stocks, currency and property 
- before reaching underlying 
profit growth, which some ana- 
lysts calculate .at. under 4 per 
cent Thus dividend payments 
remain tiie (me reliable bench- 
mark when all else is obscure; 
wrf thin time Shell has been - 
outstripped by BP. 

Shell’s proportionately 
greater dependence than BP on 
downstream activities means 
that the benefit to the former 
from Wghar oil prices is more 
likely to be muted. The cynics 
might fad tiiat gypfairig tiie dff- ' 
ference between Shell's caution 
and - BP’S optimism on' the. 
direction -of oil prices. 
Although tiie widms of the cur- 
rency markets could upset all 

ralwilaflflwa, Shatl' a imtmromft 
looks likely to fell this year. In 
particular, a farther do wntu rn 
from the chemicals divlsiojb 
where fourth, quarter profits 
fell 36 per emit, looks inevita- 
ble given the worldwide over- 
capacity in tiie petrochemical 

industry. • 

T-ongpr term. Shell . remains 
as chip as ever. Its bal- 
ance sheet -is strong, its oil 
reserves axe rising and wide- 
spread and its gas reserves 
give It an environmental 
upside lacked by many of its 
competitors. And the compa- 
ny’s extensive links with East- 
ern Europe are just what one 
would expect of a, company 
renowned 'for Ite~ long-range 
planning.' 

Courtaulds 

The full details of the Cour- 
taulds demerger do lyifttfag to 
lessen the idea’s attractions. 
The textile business might 
command a market value of 
around £250m, reckoning on a 
p/e of &5 and a yield of just 
over 6 per cent. The rest of .the 


business, on a multiple of per- 
haps 1A5, would be guaranteed 
a place in tiie FT-SE_ with a 
market capitalisation of 
around £L3bn; though the ini- 
tial rating will partly depend 
on how well the company can 
sell itself to the chemicals ana- 
lysts, ass umi ng that will be Sts 
new sector. • _ 

The implied price fo r the 
existing share is only margin- 
ally above yesterdays 382p. 
Tins Is unsurprising, since the 
market bag had three mouths 
to mull things over and the 
earnings forecasts in the list- 
ing particulars are much as 
expected. Any farther re-r ating 
. would depend on longtavtenn 
appraisal: for instance, on 
whether the textiles business 
can expect a cyclical recovery 
wwt year, or whether its -rela- 
tively heavy gearing leaves 
room for dividend increases. If 
a hid w ere to come, the non- 
textile business still looks the 
likelier tar ge t , though not very 
likely atthat. The promised 
tax advantages seem mean- 
while to have evaporated: but 
the whole scheme, like the 
BAT flotations which will fol- 
low it, makes a rem a rkably 
clear case for the joys of 


GPG 

If Mr Robert Maxwell thinks 
shares in tiie cash-rich rump of 
Gttfnness Peat are worth 30 per 
cent more than the 17p Sir Ron 
Briedey’s JEP bid for them on 
February 3, the depleted ranks 
ofGPG’s ordinary public shar e- 
ladders should gratefully take 
bfemoney. Ncrprizes for guess- 
ing why Mr Maxwell's interests 
have been. buying in the mar- 
ket at 22p, raising his stake in 
GPG close to 17 per. cent Nor 
is it difficult to see why Lard 
Kissin has been doing the 
same, at 20p, to gx u p to 10j6 
per cent, against lEFa control- 
ling 61 per cent But the .arbi- 
trageurs and hapless members 
. of the public, still holding GPG 
paper should taka yesterday’s 
advice. fram its board :and get 
out now.for as much above 17p 
as the market will bear. . '' 

Lord Kissin and Mr Maxwell 
have little ta lose if tfapylofio m. 
rather./ i 


vetoing anything major it 
might want to do with. GPG’s 
289m of net cadu Cancetvabfy, 
they have something to gain if 
GPG comes anything near the 
performance of Tozer Kemsley, 
where . Sir Ron gained 65 per 
cent control In mid-1985 at 4Dp 
and tiie shares now trade at 
l2L5p. But for the rest at us, 
this saga is best watched from 
a safe distance. 


“The outstanding 



and according l y our 1989 
Small Unit Trust Group 
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Observer 1989 Small Unit Trust Group Awaid. 

PIMS 1989 Fund Management Group of the Year Awaid. 

Sunday Telegraph’s 1988 Smaller Unit Trust Group of 
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French food and 
Indian restaurants 

: A new foods giant 
' stands ready to attack 
theTndfan market BSN, 
the French foods group, 
has thrown In its kit with 
Britannia industries, 

. India’s largest biscuit 
manufacturer, as a 
' means of entering what 
is said to be the fastest 
growing consumer mar- 
ket in the world. For Bri- 
tannia, controlled by Mr 
Raj an Pinal, the British-based 'Indian industrial- 
ist, the recently announced tie-up opens the 
doors to BSN's range, of products and the 
European group’s technology and marketing 
skills. The deal is also seen as a prelude to 
aggressfve expansion in Asta..Pege 28 
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Ata loss for words 

City & Westminster Group last year paid 
£S75flOO ($870,000) for 1m shares In Dominion 
International, the UK-based financial services 
and property company. A fortnight later, the • 
shares were, suspended at 52p- They are now 
worthless, according to the administrators 
appointed In January to oversee Dominion’s 
affairs. A letter from the stockbrokers who 
arranged the deal throws light on CWG*s 
untimely decision to buy Dominion shares. 
Clay Harris reports. Page 33 

AH tends to the pumps In Peru 

Miles of impressive 
(Gfor..- ~~ m \ ' ' Irrigation channels 
I - snake through the 
/ /» / moonscape desert of 

f£sf3^ jSe * < Peru’s north-central 
a coast Concrete-clad 

tunnels carve 
through foe Andean 
foothills in a plan to 
i_f divert the waters of 
f§ the Santa river and 

bring a. Chi lean-style 

^gsaf^-jjIgnTgjgn-^ ' agribusiness boom 
. • - ' to Peru. Although 

cash shortages may prevent President Alan 
Garcia from fulfilling his party’s 60-year-old 
dream of bringing water to the desert before 
he leaves office in July, a complex Irrigation 
system in the near future appears inevitable. 
Page 34 


A bad run for tho Belgians 


The Belgian stock market has been the poor 
relation ambhgiihoear in the rest off Europe 
over the. last year. It uhderperfocmed most of 
its neighbours in 1988' and so far this year has 
been among 1 the worst markets In the-worid, 
dropping by more than 10 per cent Lucy Kella- 
way reports on the malaise. Page 46 
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Continental buys National Tyre 


Hunting 

Gate 


U 

m 


By Andrew Fisher in Frankfurt 

CONTINENTAL, the West 
German tyre company, has 
agreed to pay Michelin, the 
French tyre group, DM400m 
0M3U) for National Tyre Service 

of the UK in an attempt to lift its 
low -penetration of the British 
market. 

With turnove r of about £140m, 
a workforce of ZJ300 people and 
406 outlets! National lyre Service 
(NTS) Is the second-largest tyre 
distr i b uto r in the UK after Asso- . 


dated Tyre Services (ATS), 
which is also owned by Mtataltn 
of France. 

Miffhftiin bought NTS from 


Avon to sell 
Japanese 
arm for 
$450m 


BTR, the UK conglomerate, for 
£i40m last June. Continental is 
now paying the same price to 
Michelin for an operation that Mr 
Philip Ayton, motor industry 
analyst with stockbroker Bar- 
clays de Zoete:Wedd in London, 
said “is worth more to Conti Just 
for the exposure." 

Continental, Europe’s second- 
largest tyre "producer after Mich- 
elin, said its average share 
of European markets out- 
side Germany was about 17 
per cent. But its share in 
Britain is minimal, although 
it has a tyre plant in Scotland. 


Continental’s acquisition of 
NTS follows its purchase last 
autumn of a 13 per cent stake in 
Kwlk-Fit Holdings This deal, on 
which it is showing a loss, was 
also aimed at developing UK 
sales. But Mr Tom Fanner, the 
c h^pnan of Kwik-Fit, fra* 
it dear the c om pany is not for 
a p d that he is disinclined to 
stock Continental products. How- 
ever, yesterday Continental aald 
the NTS purchase would not 
affect its holding in Kwik- 
FiL 

Indnstry analysts said MicheL 
in’s ownership of both ATS, with 


some 550 ootids, and NTS might 
hav e caused problems with the 
UK Monopolies and Mergers 
Commission (MMC) and cou ld 
have led to the sale of NTS to 
CaotinentaL Mtehetin’s purchase 
of NTS was referred to the MMC 
in November. 

There are more than 4,000 tyre 
distribution depots in the UK, 
many of thorn gmaii. About 1,600 
are controlled by tyre companies, 
hi volume terms, the producers 

- Pirelli of Italy, Goodyear of the 
US and Sumitomo of Japan, 
which have UK nalea networks 

- account for almost SO per cent 


of the market. 

Mr Ayton said he was sur- 
prised that Continental did not 
buy NTS when it was for sale last 
year. This time, he added, it was 
the only company in the running. 
"It was a more desperate buyer 
than anyone else." He noted that 
thp riftiil wima as thu outlook for 
the tyre market worsened due to 
the impact of higher interest 
rates on consumer spending. 

Earlier this month Michelin 
said that it was planning an 
across-the-board review of its 
investment pi«w« in the fane of 
expected weak demand. 
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By Karen Zagor in New York 

AVON PRODUCTS, the world’s 
largest manufacturer of cosmet- 
ics and toiletries, yesterday said 
it would sell its remaining stock 
in AvaaJapan for 3338m in-cash 
and $lUm in royalties to Tokyo- 
based Friends of Freesia and Hr 
Veil Sasaki, Freesia’s president. 

Avon, which has spumed sev- 
eral takeover approaches in the 
nirf vest. h i»nu under consid- 
erahle pres s ur e to ge ne r a te cash 
to reduce its debt following the 
bids ^MppnfaHn g fOUXth- 
quarter results. In 1989, Avon 
pared down its debt of $Llbn by 
about 3500m. ■ 

The New York-based company 
last month sold its Parfums 
Sfatm mrf* for 3210m to Elf Aqui- 
taine, the French oil group, 
although it fa*i«d to attract a 
high enough offer for its Giorgio 
Beverly mn« fragrance subsid- 
iary. 

Freesia is a privately-held 
company with sales of about 
3&B0m. Its largest business is a 
direct-mail that mar- 

kets household electrical appli- 
ances, Jewellery and fashion 
items. Mr Rn yairl said Freesia 
would retain AvunJapuris man- 
agement and opeopte the com- 
pany as a free-stuffing sahtid- 
-iary.; c . ~ r*.-: .. ,J, . 

•The sale of the re maini n g 
stake to Avun-Japan is suitfect to 
_ approval by the Avon , Products 
board, which next meets on 
March 1. Avon Products sold 
• 27.1m shares in AvoteJapan for 
: 3220m in 1987. 

In 1968 Avon-Jspan recorded 
net profits of 3154m on sales of 
3338m, white Avon products had 
net earnings of 354.6m on sales 
of31&3ba. 

Avon shares were up at 
midday yesterday to 33l ] 2.in 
New York. Some analysts believe 
Avon could fetch more tiian 340 
a share in a buy-out • 






Taking the Courtaulds gro up apart at tee 


Chhtophw Hogg, CouKtaulds datann, —4 Stpko 


(left to 


HctoieAeieAdimod 

it): Martin Taylor, chief exe c utive of Courtaulds Textiles, Sir 
Courtaalds director 


Courtaulds outlines demerger plans 


By Andrew Bdger fn London 

COURTAULDS, the international 
fantflp and chadwh group, yes 
terday revealed details of the pro- 
posed demerger of its textile busi- 
ness. 

. - Shar eh older s will receive wy 
share in the demerged . Cour- 
taulds Textiles for^every four 
hold In the g roup. The Comv 
tauldft T mttfUw _rfwmy fihnnld be 
from i^ and ir»Wng 

should wmtlwnn In Courtaulds 
shares without interruption. 

Following the demer- 
ger — which was announced in 
October - shares in Courtaulds 
and in Courtaalds Textiles win 
be separately quoted on the Stock 
Exchange and the respective 
businesses will run indepen- 
dently as public companies. 

Sir Christopher Hogg, chair- 
man and chief executive of Cour- 
taulds, said the demerger would 
all ow ea ch management to con- 
centrate an its own businesses.- 


Courtaulds Textiles will be one 
of tiw biggest textile groups in 
Europe, with interests in spin- 
ning, wesving and garments. The 
“new Courtaulds, D as Sir Christo- 
pher calls it, will «*nr«wpa« the 
group’s interests in fores, films, 
eoafingB. packaging , and special- 
ity materials. 

The board for ec a st s that Cour- 
taulds, excluding the result s of 
Courtaulds Textiles, will make a 
pre-tax profit of not less than 
£160m (3270m) in the year to 
March 31 — the «wk» «nwwwt as 
the whole gro u p made last year, 
ft said earning s per share would 
be not less than 31p (28p). 

On a pro forma basis, Cour- 
taulds Textiles would have made 
pre-t ax profits of £4flm on sales of 
£968m in the year to December 
31, with earnings per share of 

The board mW a div- 

idend of 11.6p per Courtaulds 


Textile stare was expected to be 
paid an June 18. The directors 
also intend to recommend a final 
diii MMiyi for Courtaulds for the 
year to MardTSl of 8p per Cour- 
taulds ordinary share. 

Combined with the interim div- 
idend of SJp that Courtaulds has 
already paid, these dividends will 
jpean that, for the rear to March 
31, shareholders wffl receive the 
same total dividend of lfo as the 
existing Courtaulds would have 
ex p e cte d to pay had the demerger 
not taken place. 

The demerger proposals will be 
put to an extraordinary general 
meeting of Courtaulds uarehold* 
os on March 16. H approved, it 
will take effect retr os pectively 
from January l of this year. 

The profits forecasts assume 
significant chang e* to the c apita! 
structure of Courtaalds Textiles 
made on the basis of the demer- 
ger. Courtaulds wQl make a capi- 


tal contribution of £ 159.8m to. 
Courtaulds Textiles to reduce its 
net b o rr o w i ng to £ianm. 

Courtaulds agreed that 
Courtaulds Textiles shou ld have 
exclusive use of ft* Courtaulds 
tiama in the textiles Reid. On a 
chang e of control of either com- 
pany. tiie other may purchase all 
rights to the . Courtaulds name 
for £lm, adjusted for infla- 
tion. 

Sir Christ o pher said the effect 
on taxation of the demerger 
would be broadly neutral. No 
liability to UK capital gain 
tax should arise for share- 
holders because of the demer- 
ger. 

Sir Christopher will also be 
non-executive chairman of Cour- 
taulds Textiles, the only director 
to sit on both boards. 

Courtaulds shares closed 7p 
higher at 382p. 

Lex, Page 22 


profits by 
34% to 
near £4bn 

By David Thomas and 
Steven Butter In London 

ROYAL DUTCH/SHKLL, the 
Angto4>atch oil group, yesterday 
reported a sharp Jump In profits, 
c onfirm ing the trend of firm oil 
prices boosting the oil majors’ 
results. 

Shell’s after-tax net income 
last year rose 34.4 per cent to 
£&35bn (S8.68bn), reflecting both 
the higher fuel price and 
increased output. 

However, the advance on a 
current cost basis, which strips 
out stock value changes, was a 
more modest 13 per cent to 
£3.58bn. 

British Petroleum, the other 
London-based oil multinational, 
announc ed similarly buoyant 
results last week, when it 
unveiled a 13.4 per cent increase 
in after-tax fourth-quarter prof- 
its. 

Shell struck a notably more 
c autiou s note than BP yesterday 
when predicting futur e oil price 
movements. 

Sir Peter Holmes, ehahm im of 
Shell Transport and Trading, 
said: *1 think we’re on a roller- 
coaster and the only question is 
what are the limit s of the roller- 
coaster. As long as Opec keeps 
Its act together, 1 think it 
will keep within the current 
figures, say 316 to 320 (a 
barrel J.” 

Sir Pete Walters, HP’s chair- 
man, said last week that the 
company was assuming oil prices 
would reach 325 a barrel by 
1995. 

Shell also said it would take 
advantage of the more receptive 
climate for Investment in the 
Eastern Bloc. It has bought half 
of the 49 per cent stake in the 
Tyumnen oil production joint 
venture in Siberia from Frac- 
m aster, the Canadian com- 
pany. 

Sir Pete said Shell hoped to 
build on the e xtensive trading 
relationships it had with most of 
eastern Europe. Shell was dou- 
bting its retail network of 40 sta- 
tions' in Pimpi r y . 

Shell’s crude oil production 
increased by 4JS per cent in 1989 
to 1851m barrels a day (bid). 
The Company predicted farther 
increases in output, from recent 
ac quis i tions in Nigeria and Cob 
ombia; new production in the 
Gulf of M exico, Denmark, Nor- 
way, Syria and Egypt; and con- 
tinued growth from operations 
in Gabon and Malaysia. 

Last week, BP reported an 84 
per cent decrease in its 1989 
exude output to 1.412m b/d. Nev- 
ertheless, BP announced a 10 per 
cent increase in its 1989 dividend 
to l4J9p compared with Shell’s 
82 per cent rise to 18^4p. 

Lex, Page 22; Details, Page 31 


Pan-US satellite venture planned 


AUcftheaeSecuritieshaDebemsoId. This aimoimcament appears ax amatter of record only. 


By AJajvFrtechnmn in Now York 

FOUR OF the biggest media and 
(i t;min nnim«rinn« companies in 
the PS, including NBC Television 
and Australian publisher Mr 
Rupert Murdoch’s News Corpora- 
tion, yesterday announced plans 
to invest $lbn in the 1993 launch 
of Sky faWc. The mnVft riMnrwl 
Joint ve nt ure is being promoted 
as the first high-power Direct 
Broadcast Satellite (DBS) service 
to span the US. - 

The pay-TV ventu re, which 
will make use Of the Hughes HS 
601 high-power satellite, the 
^world's most powerful commer- 
cial space-based transmitter, 
aims to make up to 108 new chan- 
nels available to urban and rural 
US. television viewers. 

'Hie system would provide US 
viewers with low-cost access to - 
sharply improved reception, mak- 
ing use of ' both high-definition 
televisfon (HDTV> and standard 
video vi gwwfa 

ft was cMmed yesterday that 
Sky flavin would also deliver ste- 
reo sigtab with the. quality of 


compact disc (CD) sound and that 
new technology would allow the 
retail distribution of a flat 
receiver the size of a table napkin 
for less than 3300. 

The four partners in the ven- 
ture - News Corporation, NBC, 
the Hughes Qomnu ideati on sub- 
sidiary of General Motors and 
Cableviston, one of the largest 
multiple-system cable televisfon 
operators in the US - will each 
contribute 375m in cash fbt the 
initial equity base of 3300m. The 
cash is to be paid in equal instal- 
ments over the next four years. A 
farther 3325m of funding will 
come from mm-recourse debt and 
the final 3375m in t he Sh ape of 

Working <*plfa4 Ununrinj 1 . 

The venture represents the lat- 
est recognition by US network - 
televisfon executives that they 
must Join forces incre a si ng l y 
with the cable industry to keep 
up with the US broadcasting mar- 
ket 

Mr Robert Wright, chief execu- 
tive of NBC, which- will have an 


active mile in the progr a mming 
side of the venture, said yester- 
day that multiple or “niche " 
cable programming “is part of 
the present and the future; it is a 
reality." NBC is already involved 
in cultu ral and sports c h a nne l 
ventures. 

Mr Rupert Murdoch, who 
stressed the importance of sports 
programming, the faiWai tar- 
get would be 3m American sub 
scriber households.' He said it 
might be possible to make use of 
programming from Ids separate 
and unrelated Sky Television sab 
elute venture in the UK 

The division of labour amo n g 
the four equity partners, each erf 
which will have 25 per cent of 
Sky Cable, will see Hughes 
launching ^ operating the sab 
flrwf the other partners han- 
dling the progra m mi n g, 
operations and marketing. 
Hughes has been awarded the 
DBS licence for 27 channels, 
while Cablevlskm already serves 
more- than L5m subscribers. 


53,337 Shares 


MIDESA 

(Marco Ib&ica, Distribud6n de Edidones, S.A.) 


representing 10.67% of its 
issued capital 


Delay urged on Blue Arrow claims 


By Eric Short and David Waller in London 


MR DQNAID Brydbh, chairman 
of the Investment Committee of 
the National Association of Pen- 
. sion . Funds, yesterday urged 
investors who -had lost money in 
lhe 1987 Blue Arrow-rights issue 
hot to accept immediately the 
^compensation terms offered last 
• week by County NatWest 

Speaking an the <nwiing day of 
the association's annual invest- 
ment. conference at Eas tb o ur ne, 
Mr Brydon told delegates that the 
co-ordinating- committee of the 
Tiwi iitiiii nnai Shareholder s’ Com- 
mittee was seeking a meeting 
with County over the £30m com- 
pensation package announced 


County- and UBS Phillips & 
Drew, the Swiss-owned invest- 
ment bank,; woe advisers to the 
£873m issue. Only 30 per cent of 
the shares were tafrwi up and the 
two firms are alleged to have 


misled the stock market when 
placing a farther 36 per. cent of 
the issue with institutional inves- 
tors. Since then, there have been 
negotiations b et ween fund man- 
agers and the advisers. The insti- 
tutions - through their recently 
reformed p ress ure group - have 
shown increasing militancy over 
the affair. 

Mr Brydon said that the' co- 
ordinating committee was partic- 
ularly concerned to find oat how 
County tad arrive d at the offer 
(worth 30p per share phis lOp 
inter est payment) and the tfane 
periods for which the compensa- 
tion applied — namely to shares 
bought between September 29 
1987 (the date of the rights issue) 
and October 261987. . . 

Mr Brydon told delegates he 
thought that investors might 
wish to await the outcome of 
such discussions -before conclud- 


ing their arrangements with 
County NatWest. He also said 
that UBS PhflHps & Drew bad 
now confirme d its wflHngness to 
enter serious, discussion over 

compensation twrrm 

Mr Brydon expressed his hope 
that the discussions with UBS 
PhQBps & Drew would reach an 
agreement 

Nevertheless, Mr Brydon said 
he was disappointed that so far. 
County NatWest and UBS 
Phillips & Drew had failed to 
agree an a Joint settlement. He 
told delegates that bath parties 
had faffed to agree cm the split of 
compensation payments. County 
NatWest had rejected UBS 
Phillips A Drew's latest offer of 
meeting 40 per cent of compensa- 
tion compared with its previous 
offer erf 25 per cent County Nat- 
West was insisting on a 5960 
split he said. 
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INTERNATIONAL COMPANIES AND FINANCE 


Esselte rejects SKr9.9bn LBO 


By John Burton in Stockholm 

ESSELTE, the Swedish office 
supplies and media group, win 
sell its media operations and 
property holdings after its 
board yesterday rejected a 
SKr9.9bn (51.61m) leveraged 
buy-out bid in favour of a reor- 
ganisation plan offered by the 
company’s management 

The board’s decision ends a 
brief battle over Esselte’s 
future that pitted its principal 
shareholders, the Mohilis and 
Ratos investment companies, 
against the company’s execu- 
tives and workforce. 

Mob Ilia and Ratos agreed to 
drop their two-week-old LBO 
bid, Sweden’s largest to date, 
and will co-operate with the 
management r 1am » which the 


board said would benefit share- 
holders just as much as the 
LBO bid. The board based its 
decision on an independent 
analysis of the rival proposals 
by Svenska Handelsbanken. 

Esselte estimates that the 
restructuring strategy will 
increase earnings per share to 
above SKr25 m 1991 from 
SKrll in 1989, indicating that 
profits after financial items 
wiD double to SKrL5bn in 1991 
from SKi735m in 1989. “By 
leaving the media sector aid. 
selling our property, we will 
concentrate on our core bad- 
ness area of office products, 
where we see a rapid expan- 
sion, 0 said Mr Hans Larsson, 
Esselte president, who pro- 


duced the plan as a counter- 
proposal to the LBO offer. 

Management and union 
opposition was aroused by the 
LBO’s backers declared inten- 
tion to dismantle and sell parts 
of the company to repay loans 
of an estimated SKr6bn to 
SKr7bn that would have been 
needed to finance the deal 

Unions worried about job 
losses, while management 
declared that extensive divest- 
ment would have crippled cor- 
porate performance. 

Esselte’s media, holdings 
include the loss-making pay 

TV nhawnnl ff ilmna t, which 
consumed SKr40Qm in invest- 
ments, and distinguished 
Swedish publishing house 


Nardstedt as well as graphic 

apH printing faftTHt fe s , the COm- 
pa fly 's ori ginal business, 

Mr Larsson said Esselte is 
already negotiating with poten- 
tial b u y ers and the divestment 
should be completed by 199L 
The media group produced 
profits of SRrl3Qm on sales of 
SKr2^bn in 1988. The 1989 
results for media operations 
have not been released, but 
Esselte group profits last year 
fell by 20 per cent from the 
1988 figure of SKi922m in spite 
of a 15 per cent rise in turnover 
to SKrl6.6bn. It partially 
Warned Hie wors ening results 
on losses for F flmnet 

and lower earnings in the 
graphic print in g sector. 


Atlas Copco lifts earnings 
32% with increased sales 


By Robert Taylor in Stockholm 


ATLAS COPCO, the Swedish 
mining, construction and 
indngtriat equipment manufac- 
turer, yesterday reported a 32 
per cent boost in 1989 net prof- 
its to SKrl.l7bn ($l 9 L 2 m), on 
sales up 17 per cent to 
SKrl54Ebn from SKm^lbn. 

Fully-diluted earnings per 
share were SKi26.75 compared 
with SKrl9.60 in 1988. The 
board is to propose a dividend 
of SKiS.OO a share for 1989. 

Copco forecast that sales 
would continue to rise in its 
three business areas dur- 
ing 1990, while its profit mar- 
gins would remain at 1989 lev- 
els. 

The company did particu- 
larly well in compressors, 
where profits climbed 38 per 
cent to SKrl.lBbn from 
SKr739m and sales grew by 19 
per cent to 5Kr6.92bn from 
SKr5-79bn. It cited an increased 
sales volume, a reduction 
in manufacturing costs 
and reduced administrative 
expenses. 


Earnings from construction 
and -mining equipment rose 19 
per cent to SKr44lm from 
SKr37Dm. 

There were no signs of any 
flagging daring the fourth 
quarter of the year. Orders 
continued to increase and the 
backlog bad readied SKr2B8tm 
by the end of 1989, a 34 per 
cent increase an the position a 
year earlier. 

The company said it had 
continued to strengthen its 
market share in the larger 
markets of the European Com- 
munity and it also that 
it had made an 18 per cent 
increase in sales to North 
America, mainly doe to the 
pe rfo r m ance of Chicago Pneu- 
matic. 

The standstill in building 
and construction last year for 
the company’s products in 
North and South America and 
the Middle East was balanced 
by the rapid growth recorded 
in the same sector in the Euro- 
pean Community and Japan 


Trygg lifts operating result 


TRYGG-HANSA, Sweden’s 
second-largest insurance com- 
pany, yesterday reported an 18 
per cent improvement in oper- 
ating results for last year to 
SKr740m from SKi625m, writes 
Robert Taylor. 

But the company, which was 
floated on the Stockholm 
bourse last December, said in 


its p reliminar y report that tile 
yield on its capital was hit 
badly by high interest rates. 
These cut the value of Trygg- 
Hansa’s bond portfolio to 
SKr2.3bn (8376m) from 
SKr3J9bn a year earlier. The 
company’s premium intakes 
rose to S Kr5.65bn from 
SKt&lObn. 


Bergen Bank and DnC 
in NKr3.2bn loan losses 


By Karon Fossil in Oslo 

BERGEN BANK and Den 
norske Creditbank (DnC), two 
of Norway’s top three banks, 
which are currently in the pro- 
cess of merging to form Den 
norske Bank (DUB), yesterday 
reported combined losses on 
loins and guarantiees in 1989 of 
NKr3J22bn (tSOOa) in spite of 
improved operating perfor- 
mances by both banka 

In the previous year the two 
banks experienced losses on 
loans and guarantees totalling 
NKz2S9bn. 

Bergen Bank said prelimi- 
nary figures showed an 
increase in last year’s operat- 
ing profit, before losses on 
loans and guarantees, to 
NKrU&m from NKrlBTbn in 
1988. 

Losses on loans and guaran- 
tees rose, however, to 
NKrl.36bn in 1989 from 
NKrl_18bn in 1988, though the 
bank experienced a near three- 
fold improvement In operating 
profits to NKrSOOm from 
NKrl88m in 1988. 

Bergen Rank estimated that 
taxes for 1989 would be 
NKrISOm and proposed a divi- 
dend payment of NKrlO a 
share, unchanged from 1988. A 
dividend of NKr5 a share is 
also proposed for new shares 
issued to shareholders in DnC, 
in connection with the merger 
to form DnB. 

Den norske Creditbank 
reduced net losses in 1989 to 
NKr233m from NKr875m in 
1988 and NKrL44bn in 1987. 

Losses on loans and guaran- 


tees increased, however, to 
NKrL-86bn in 1989 from 
NKrLSlbn in 1988, in spite of a 
reduction in the volume of 
non-performing domestic 1 mm 
jqnrf ]ran loss p rov i sions. 

Group operating profit, 
before losses and taros, nearly 
doubled to NKrL71bn in 1989 
from NKr972m. - 

The improvement, specifi- 
cally in domestic operations, 
was largely attributed to a con- 
solidation process of the bank 
which began in 1988. . . 

In addition, operating 
expenses in the domestic 
branch network were signifi- 
cantly reduced in the second 
half of 1989 but resulted in a 13 
per cent cost reduction, for the 
year as a whole. 

# Chr i stiania the other 
big Norwegian bank, yesterday 
reported a near doubling of 
pre-tax pro fit s for 1989 in spite 
of a NKr227m rise in losses an 
loans and guarantees to 
NKrlBZbn. 

Pre-tax profits hit NKrTOQm 
against NKz994m the previous 
year and ' operating profit 
increased to NKrtbn from 
NKrLSbn. The bank proposed a 
dividend payment of NKx8 a 
share. The bank- forecast that 
for 1990 kum losses would be 
lower than in 1989. 

Christiania benefited from 
strong capital gains of 
NKx9l5m from its securities’ 
portfolio, .which was. split 
between NKr637m in reaDsed 
gains and NKr278m is unreal- 
ised gains. 


Ciba-Geigy 
plans to open 
stock ledger 
to foreigners 

By John Wicks In Zurich 

CIBA-GEIGY, the . Swiss 
.chemicals concern, propos e s to 
open its stock ledger to foreign 
shareholders. Hitherto, only 
Swiss nationals have been 
entered as holdere of the Bade 
parent company's registered 
shares. 

At the animal general meet- 
ing on May 9, shareholders 
will also be asked to approve 
an increase In dividend from 
SFrSO to SFi€S per share and 
participation certificate. It was 
announced yesterday that 
group operating pr o fit rose ln 
1989 by- 18 per cent to 
SFrl-55bn ($l.04bn) from 
SFrl~32bn following a 17 per 
cent increase in consolidated 


sales to SFrtO^bn. 

Ciba-Geigy is the first of the 

Bagla ehwmfr^l gianfa to wafc* 

its registered shares available 
to foreigners. Similar moves 
were made by Nestid in late 
2988 and Jaoobs-Buchatd and 
Zorich Insurance last year. . 

Th» «7ila thpt Tin «harWlwMwp 

is permitted to own mean than 
2 per cent of registered share 

SFrsaiJtm, will remain lit' 
force. - 

At the shareholders meet- 
ing, the board-win also ask far 
ap prov a l of a move whereby 
holders of participation certifi- 
cates win be able to exchange 
these non-voting equities for 
registered shares. 

A further proposal Is that 

group executives should’ be 
"encouraged to participate 
more substantially in share 
capita]*" Depending on "Indi- 
vidual performance and the 
group’s financial results,” 
these would be given options 
to acquire registered shares. 
At the same time, the parent 
company’s existing employee 
share-ownership programme 
would be expanded.. ' . 

A rights issue “at a ttr a c tiv e 
terms" would be carried out to 
compensate existing share- 
holders for their waiving of 
preemptive rights on the 
shares necessary for the 
exchange of participation cer- 
tificates for tiw manage- 
ment and employee share-own- 
ership plans. . . 

Until the Hay 9 meeting, 
registered shares will be 
entered into the stock ledger 
only on the basis of the exist- 
ing artides of association. 


Rhone- 
4% after 



By George Graham in Paris 

EHONE-POULENC, file French 
state-owned chemicals group, 
increased net profits by only 4 
per cent to FFiSbn (yniin) last 
year. The gro u p wanted that 
earning s would foil fids year 
before recovering in 1991 and 
1992. 

Earnings after tax, bat 
before the remuneration of pri- 
ority securifies,rose by 18 per 
cent to FFMJbn. 

However, these priority divi- 
dends doubled last year; to 
FFrl.lhn. reflecting payments 
on a 2300m issue of participat- 
ing securities in November but 
also the foil-year incidence of 
pa ym ents mi its 2968 Issue of 
Beruetnal canfial notes. 

lSne-Poulenc’8 sales rose • 
by 12 pear, emit last year to 
FFrTSbn, and operating profits \ 
advanced by 2D per cent to 
FFr7.4bn, in spite of the fall in 
the value of me dollar, the yen . 
and tfaeixnxBd, winch weighed 
on results at the end of the 
year. • 

Stockbrokers were disap- 
pointed' yesterday by the 


results, and worried about the 
outlook for the coming year. 

"These, results .are lower 
than the FFKUhn to fFraSbn 
analysts been hoping for. 
It is d e a r there has heed a 
slowdown, at least on the 
chemicals side,', in the fourth 
quarter," commented Mr David 
Jones, analyst at brokers Bap- 
ot-Anain in Paris., - ‘O 

"Thaw are not many chemi- 
cals companies that offer Ibis 
. xfnd of con fi g uration. All the 
big German companies are 
completely mature businesses, 
but Rhfine-Poulene has an 
extraordinary risk level* 
tfang h it is true these is also 
enormous growth' p ot entlaL" 
-investing in the company in 
the medium term is very much 
a gamble,” says MS Catherine 
Leveau of brokers Ghdtet-Du- 
pont .- •• 

Last year, the group spent 
FFrl2.4bn oa acquisitions, 
including RTZ Chemicals for 
£SX2tn ($87Dm), GAFSSC for 
and Connaught BtoSd- 
ences, acquired by its subsid- 


iary xhstitut Mdrleux lot 
Cf942m <OS878amX r 
a is now in. dfsoBssfons .io 
'acquire Borer, the USlfcamto 
ceatieafe company, fn a com- 
; bv deal vahringtfafccqmpany 
nt « It is this acquisjiKHi 
which is expected to depress 
results this year. 

Rhfine-Ponfea d.bffli issued, a 
>r series . of . innovative subordi- 
nated debt securities^ in rhidp 
finance this lengthening^iist cf 
acquisitions, prompting 
Moody’s, the DS caeditmsd^ 

to ■ con sider downgrading its 
rating. ■ 

. The French Government’s 
decision to transfer to Bbftn e- 

Poolenc its stake in Koussd-C- 
cfwf the phannac«iticalS coxn- 
p any controlled by Hrtftnhat of 
West Germany, is. expe ctedtb 
Impro ve the company’s equity 
base,' especially If it . succeeds 
in passing on some of the stake 
to Iwdftntinanat i n vestors. The 
bush of details about the deal 
has merely added to financi al 
analysts’ confusion; over ~the 
valuation of the company. 


CEP forecasts 30% jump 
in income to FFr320m 


By George Graham in Paris 

CEP Communication, the 
French publishing group, has 
forecast profits of at least 
FFr320m ($5&2m) for 198% tq» 
30 per cent from the previous 
year, with sales up 14 per cent 

to FFrUShn. .. ■ " 

The results include CEP’s SO 
par ****** stake in-Graupe do la. 

Otfi, the bo ok and encyclopae- 
iffa p nMfeWng -wim pany in 

which ft is partnered by Gdn&> 
ale Occidental©, the former, 
holding company of Sir James 
Goldsmith now coiriroBed by 
Compagnfe.G&i&ale cTElectri- 
citd (CGE), the French tefecosu- 
munications and Pn gliw»m-lng 


mn glnfp&rp fit 

Grotrpe de 2a Cite lifted sales 
by IS per cent last year to 
FFi5.7bn. ft said ft ejected 
prints to have risen by at least 
10 per cent from 1988’s 
FFr277m. CftFs remtngg have 
in file past depended , heavily 
on its 50 per cent stake in 
France Lohaxs, the highly-prof- 
book chib. . 

Hr Christian BriSgou, chafr- 
man of the two groiq^s, said 


yesterday that in : 1990 both’ 
would probably grow faster 
%n fiW market, with swie? ris- 
ing by slightly more than 10 
per cent for . CEP sad . by 
riicbtiy less for (^oupe d& Ia 
Ore CEP’s results would probv 
ably rise by some 25 per cant,^ 
and Groupe de .la CiWV by 
somewhat leas, h e said . ' 

Mr Skdgoa smd CEPS pmftw . 
skmal and technical magazines 
bad benefited fram stroog eco-^ 
nomlc growth. jbvouring tlte 

« qp| fa>1^ | iiipi i im t mamifarfetrv .; 

era which arethrir major, cli- 
ents and advertisers. -CEP5 b 
ines had also reinforced' 
Jsoderahlp posttinos, he 
• said, enabling them to cotor 
mand premium advertising 
rates and gafimr a Imge share 
.of classified advertising ; . In 
their market segments. ; 

' The group has begun- to 
expand; ororseas,: Mr Brdgda.- 
8aid, with two recent UK acqn^. 
shlons. The Bnildeir -inrtifo '; 
magazine sector and Cham-;, 
bers, the djetfona r y^ nompgu y; 
to its book dMrioa . 


NEWS IN BRIEF 


HOLZSTOFF Bolding, ^the 
Swiss paper concern, has 
bought the nonrwovens divi-. 
ston at the VS jgnap -Jsttnee 
Eiver. While no 'price was dte-. 
dosed by the Basle-based 
-group* the acquisition was - val- 
jxeA at gl78m by the US com- 
pany, writes. John Wicks. 

- tike operations, which 
account for -anmaif sales of 
j$U0nv comprise four factories 
in the US and one hi Sweden. 
The purchase is an important 
aqanfon at HcfotoiFs activi- 
ties to the nontwoven sector. 
-Last year, these. accounted for 
: only 22 par. cant of group safes 
of about ®r9QWn (jeff/m). % 

. ' The Swiss concem p|ready 
ownadthe' roedaHst oompantes ' 
Sodocato Yhsnceanct'Amedr 
' cmr Agrifehrics, at Atlanta, in 
tidsnectac:: 

m Viag, the West German 
energy, « l i nyd w ltm y and chemi- 
cals concern,: ^aM its ISM 
group' net focOme-' clinAed 14 
per cent to DM2S0m ((l50m) 
from DM219HI fii ^888 amid 
Jd^bUT: profit lu r£.df its three 
_^fivb3pns.GronpBdes rose 11 
LiieP'iiBnt to lBCat^ra frmn 
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Nippon Telegraph and Telephone Corporation 

0ncwpamtedln Japan underthe Japanese Commercial Code and The Nippon DemMn Denwa KabustOdKafahe Lew) 

ECU 150,000,000 

10 per cent. Notes due 1995 


Swiss Bank Corporation 

Investment Banking 


Nomura International 
Paribas Capital Markets Group 

Algemene Bank Nederland N. V. 
Banque Bruxelles Lambert S.A. 

BNP Capital Markets Limited 
Credit Lyonnais 
Daiwa Europe Limited 
Generate Bank 

Merrill Lynch International Limited 
The Nikko Securities Co., (Europe) Ud. 


Mitsubishi Trust International Limited 
UBS Phillips & Drew Securities Limited 

Bank of Toyko Capital Markets Group 
Banque Gdngrale du Luxembourg S. A. 

Credit Commercial de France 
Credit Suisse First Boston Limited 
Deutsche Bank Capital Markets Limited 
IBJ International Limited 
J.P. Morgan Securities Ltd. 

Soci€t£ Generate 



Swiss Bank Corporation 

Investment Banking 
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Quality of information is your Cogncs. a rnuiti-naticnai software Gain advantage. Contact out 
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over 12.0GC organisations 
in over 60 countries rely on 
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information resources. 


a division of Sm&s Bank Co^wwan 
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Drexel paid out bonuses 
before bankruptcy filing 


By Janet Bush in New York 

FRESH CONTROVERSY hit 
Drexel Burnham Lambert, the 
Wall Street investment bank, 
with news that it paid oat sub- 
stantial bonuses to employees 
shortly before it filed for tank* 
ruptcy protection and wound 
down its business last week. 

Some of Drexel's creditors 
said they planned to seek infor- 
mation about the payments, 
estimated at between SSGOm 
and $350m, to determine 
whether any of that money is 
recoverable during the bank- 
ruptcy proceedings. 

Drezel filed for protection 
from its creditors under Chap- 
ter 11 of US bankruptcy law 
last Tuesday with debts of 
$2.89bu and assets of 
$3.70bn. 

Houston-based First City 
Bancorp, oik of Drexel’s credi- 
tors, has filed a motion in the 
Federal Bankruptcy Court in 
Manhattan, asking for an 
account of all payments 
made before the bankruptcy fil- 
ing which could be recover- 
able. 

Drexel's creditors want to 


determine whether the bonuses 
were excessive and whether 
they were paid out with any 
knowledge of the impending 
financial crisis which led to the 

bankruptcy filing. 

Under US law, a judge can 
order the return of assets if 
there has been a transfer of 
property before a bankruptcy 
which diverts money available 
to pay off creditors. 

A Drezel spokesman said 
that the pay-outs were deter- 
mined by a formula promised 
employees in January last year 
and that they were competitive 
with bonus levels in the indus- 
try. 

Drezel said that, as of the 
start of business cm Tuesday, it 
had successfully sold 82 per 
cent of its securities holdings. 
In addition, more than 95 per 
cent of its remaining retail and 
commodity accounts valued at 
more than $4.4bn had been 
moved to other brokerage 
houses. 

Meanwhile, MldEast Report, 
a bi-weekly New York publica- 
tion, detailed the five compa- 


nies which It believes h<dd a 
stake of about 17 per cent in 
DrexeL 

The holding company for 
these investors is called SAIF 
Ltd, an acronym for Sodete 
Arabe d’Investisaement et de 
Ftoancement 

The five companies are 
Kuwait Real Estate Investment 
Consortium, Public Institution 
for Social Security, Coast 
Investment and Development 
Co, Kuwait International 
Investment Co and the Indus- 
trial Bank of Kuwait 

MldEast Report said that 
Lambert Brussels Capital Corp, 
chaired by Mr James Balog, 
formerly vice chairman of 
Drexel Burnham Lambert, 
managed the American-based 
investments of Lambert Brus- 
sels Associates, a partnership 
formed by Pargesa Holding SA, 
of Switzerland, Groupe Brux- 
elles Lambert of Belgium, and 
SAIF. 

Drexel Burnham Lambert 
was unavailable for «n w wi im» 
on details of the Kuwaiti 
investment in the company. 


Philips venture lifts Whirlpool 


By Clay Harris, Consumer Industries Editor 


WHIRLPOOL, the US domestic 
appliances manufacturer, said 
its European joint venture 
with Philips, the Dutch electri- 
cal group, contributed to a 16 
per cent increase in net earn- 
ings in 1989, foe first year of 
the new arrangement. 

Mr David Whltwam, chair- 
man, predicted a weak first 
half meant the US white goods 
market would do no better 
than maintain Its 1989 level 
and could decline by 2 per cent 
this year. He expected demand 
in Europe to grow by 1 to 3 per 
cent 


The company gave few 
details of the performance of 
Whirlpool International, the 
business in which it bought a 
53 per cent stake from Philips 
at the beginning of last year. It 
said only that it was profitable 
and had expanded sales reve- 
nue at a greater rate than the 
European market as a whole. 

At group level. Whirlpool 
reported full-year earnings of 
3187.2m or $2.70 a share, 
against $l6L3m or $2^3 previ- 
ously, cm revenues of $629bn 
against $L42bn. AH revenues of 
Whirlpool International are 


Included but only 53 per cent 
of earnings. 

Fourth-quarter earning * of 
$49.4m or 71 cents a share, 
against JMjSm or 80 cents wan 
struck after a pre-tax charge of 
$9.2m for the closure of a fac- 
tory in Kentucky, from which, 
dishwasher production is being 
moved to Ohio. Revenues rose 
50 per cent to $L57bo. 

The 1988 earnings figures 
exclude losses of $67.2m in foe 
full year and $52.9m in the 
final quarto: from Whirlpool's 
discontinued kitchen cabinet 
business 


Loblaw boosted as price wars end 

By Robert Gibbons in Montreal 


LOBLAW, Canada’s largest 
food distributor, saw its earn- 
ings boosted last year as price 
wars came to an end. 

Net profit jumped by 72 per 
cent to $70.2m, or 80 cents a 
share, on revenues of $7 .9bn - 
down 4 per cent. Analysts 
expect Loblaw, controlled by 
tiie George Weston Group, to 
improve further this year. 

Margins improved in the big 
Ontario markets and losses 
were ended in the St Louis 
area in the US. Sales gained 
sharply in Canada, but 
declined in the US because of 
rationalisation. 


• Norcen Resources, con- 
trolled by the Brascan Group, 
posted a 20 per cent gain in 
earnings to C$ll0.2m ($9L9m), 
or $1.74 a share, in 1989 on a 16 
per cent gain in revenues to 
$845m. 

Oil and gas profits rose 
sharply with higher prices and 
higher production. 

• National Bank of Canada 

has become the thir d flanartfnn 
bank to sue entrepreneur Mr 
Robert Campeau. The bank is 
seeking C$50m foam Mr Cam- 
peau. 

He personally guaranteed 
this amount of a $l50m loan 


that National Bank made to 
one nf hfg p r t wrtg holding mw. 
panics in 1987. The Rank has 
already seized Campeau Corp 
shares pledged by Mr Campeau 
to this loan, giving It a 35 per 
cent interest in Campeau Carp. 

Bank of Nova Scotia and 
Bank of Montreal have already 
filed court claims totalling 
$83m against Mr Campeau. 
National Bank is now putting 
itself on the same footing. 

The banks will delay pro- 
ceedings with the lawsuits 
until the affairs of Campeau 
Carp and its two retail chains 
are sorted out 


Benetton 
group boys 
into drinks 
company 

By Haig Sbnonlan in Milan 

BDIZXONE Holding, the 
frritefrig company groupin g the 
interests of Italy’s Benetton 
fondly, has bought a 15 per 
cent stake in Gonzales Byass, 
the Spanish drinks group best 
known for its Tio Pepe sue 

A price to the transaction, 
which does not Involve the 
publicly-quoted Benetton 
group, has not been disclosed. 

.Urn annual turnover of Gon- 
zalez Byass is estimated at 
around L250tm ($2bn). The 
company accounts to some 11 
pier cent of the world sherry 
market, with sales of 18m bot- 
tles in 1988, 7.7m of which 
were of Tio Pepe. 

Italian e ni re w r* ” 1 w»r t have 
become increasingly active in 

the Iheriaii iMwhB hndiMM in 

recent years. In particular, Mr 
Carlo De Benedetti has bought 
into Spanish vineyards though 
Ms Coflr holding company. 

However, an official speak- 
ing for . tlw Benetton family 
said foe latest transaction (fid 
not reflect a new direction to 
its private interests, but 
stemmed largely from foe per- 
sonal friendship between Mr 
Luciano Benetton and the 
Gonzalez family. “It Is 
agreement between two fami- 
lies,” he said. 

That relationship has been 
founded on ah interest in For- 
mula One motor raring, in 
which both Benetton and Gon- 
zalez Byass are Involved. 

According to Mr Carlos Gon- 
zalez, the chairman of Gonza- 
les Byass: “We are enthusias- 
tic about tfite ag ree me nt with 
the Benetton family which win 
add to our co mpan y the youth 
and dynamism with which 
they have built an interna- 
tional reputation.” 

Mr Lndano Benetton and Mr 
Gilberto Benetton will join the 
Gonzalez By ass bond, becom- 
ing the first outside directors 
on the otherwise family-con- 
trolled group. 


An eye-popping price for gold 

Kenne th Gooding on Minorco’s purchase of Freeport McMoRan 


ANALYSTS were rubbing their 
eyes in astonishment yesterday 
at the extraordinarily high, 
price to be paid by Msorco, 
the South African-controlled 
investment group, to Freeport 
McMoRan Gold of the US. 

The $17 a share, or $705m 
agreed cash offer, aimannced 
late on Tuesday represents a 20 
per cent premium on the previ- 
ous market price of the Free- 
port Gold shares and 55 times 
font company’s net earnings of 
$13m for 1989. 

Mmorco is also paying foe 
equivalent o£ $320 a troy ounce 
to Freeport's recoverable gold. 
"It would need a gold price of 
about $600 for Minarco to make 
any p rofit on that," Mr miw 
Kurtanjek, analyst at' James 
Capri, said. Yesterday gold was 
about $420 an ounce. 

Mr Philip Taylor, analyst 
with Warburg Securities, said 


of the cost pec ounce of goldt 
"It Is an absurd price." He 
added: “There is a heck, of a lot 
of 'blue sky* In the price. Free- 
port needs to find about four 
Wmea as much gold as it has 
already proven up to justify 
th«» price? 

Analysts painted out that, 
following Minorca's Mure to 
win its hostile $3J5bn bid for 
Consolidated Grid Reids of the 
UK last year and the sale of its 
q gy per Grid Fields qtolre 
to the Hanson conglomerate, 
Minorca seemed to have a 
great deal of cash - $2JRm - 
jmd wat-hiwg to spend it on. 

Minor ca certainly appeared 
to have came to a dead stop in 
its attempts to became an oper- 
ator of a world-class natural 
resources group. 

"There seems to be an ele- 
ment of desperation in the 
price being paid for Freeport,” 


suggested Jfr Taylor.- T feel 
Minorca was struggling to, find 
something suitable ta . buy find, 
it is not often grid companies 
of this size come up tar sate" - 

Freeport Gold is 61 per cent 
owned by Bteeport Me 
foe New Orleans-based 
resources group, which last 
November 

: iary and _ 

worth $L5hn, up tor sale to 
on Its copper-grid 
operations in Indonesia amt 
sulphur production; in foe US, ; 

Freeport Gold expects to pro-, 
dace about 300, 000. nances, of 
grid this year, compared; with = 
244400 last year. Its has proven 
and probable reserves of 
2LZlGxn recoverable ounces of 
gold at Its two : mining 
operations, Jerritt Canyon (70 
per cent awned) and the 
nearby Big Springs (60 per cant 
owned). Both Mr Taylor and 


Mr Kmtaxtfek said they would 
jpeaave foil JudgmmitjHi the 
deal tmtiLtbe formal offer doc- 
uments w ere sent out. !: 

Mr Kurtanjek pointed out 
that there was no disputing the 
(SceUence of Mtoonxrts-teGhxn- 
bri people “who know assets 
tiiust g e n e ra te a reasonable 
rate of -return: Presumably 
Mmorco has access to. the Free- 
port books and has more infor- 
mation than we have. . 

“Gn : foe positive ride, this 
deal gfres ^fincffco access to 
North America without any 

Tig gala and gives. itCOntrol 
from day one." 

On the foct that Bfinorco’s 
bid for Grid Raids was halted 
by. a New -York judge even 
though it i«d acceptance or 
owned wefi over half the Grid 
Fields' ' equity; Mr Kurtanjek 
said: . "Mnorco •, .needed a 
knock-out Mow after that" 


US acquisition 
and dividend 
debut for Scitex 

By Our Financial Staff 

SCITEX, the Israeli maker of 


Better margins 
at Asahi Glass 

ASAHI GLASS, the Japanese 
glassmaker which has a big 
presence abroad, lifted pre-tax 
profits 11.5 per cent to 
Y84.79bn ($589x0) last year, 
slightly outpacing an 11 per 
cent rise in sales to Y925L9bn, 
Our Financial Staff writes. 

The company benefited from 
construction industry demand 
as well as gains from In tere st 
and dividend receipts. The 
total dividend is bring Bfied to 
Y9 a share from Y8. It expects 
revenues to reach the 
YLOOOhn mark this year. 


a J24m wfl'h acquisition 
in the US after mare than dou- 
bting net profits faq* year, arid 
is to pay its first ewer dividend. 

It has agreed to buy the Mas- 
sachusetts-based Iris Graphics, 
a producer of digital colour 
printers for the publishing 
industry which Scitex also 
largely supplies. An additional 
amount may be payable sub- 
ject to Iris's performance. 

Mr Arie Rosenfeld, Scitex 
president, described Iris as a 
market leader and saffl: “Digi- 
tal colour proofing is of strate- 
gic importance to Scitex and 
its customers.” 

Scitex, risares in which are 
traded on the US Nasdaq mar- 
ket, emerged from losses in 
1988. Last year it made net 
profits of $35-4m compared 
with $1443x0, or $2 per share, 
against $L26. From tins a 30 
cent pay-out is planned. 

Sales grew 24 per cent to 
$238m. About 9 per cent of lids 
was absorbed by research and 
development spending. 


Honeywell returns to the black 


By Anatofe Kaletsky in New York 


HONEYWELL, the US elec- 
tronics and automation group, 
has announced a fo uith rquar- 
ter net profit of $392m, or $926 
a share, compared to a net loss 
of 8483m or $LL35 in foe fourth 
quarter of 1968. 

The latest fourth-quarter fig- 
ure included a axtotime-galn - 
from asset disposals of $306m, 
or $1L35 a share, and i nc o m e 
from discontinued operations 
of $20m or 49 cents. 

In 1989 Honeywell made net 
profits of $604m, or $14.18 a 


share, including $313m in one- 
time pifag yen finm dis- 
continued operations. In. 1988. 
the company made a net lose of 
$453m or $21122 a share. 

Honeywell's annual solas 
increased by 8.4 per- cent to 
$6.06bn, but excluding sales 
foam divested units the sales 
growth was 7 per cent In fos 
latest quarter sales grew by L5 
per cant to $L61hn. 

Sales operating profits 
increased in all the company's 
wain business ge gmente . Xn 


sales rose by L9 jper cent to 
SSLOSbn, white profits grew by 
42 her -cent to $22Sm. Indus- 
trial sales increased by RS per 
cent to $L40fan, while profits 
advanced- 14J3 per cent to 
$137m. Space and aviation 
sates grew by per cent to 

$9. fllhri amt foe w ynwrt wmilfl 

a profit of $113x0. 

All other businesses pro- 
duced a profit of $2lm, com- 
pared with a loss of $52m the 


Sweeping reshape at Chevron 


By Alan Friedman in New York 


CHEVRON, the fourth biggest 
US aE company, is to under- 
take a Sweeping TBmgmiMtinii 
of its US domestic <m and gas 
exploration and production 
b usinesses. 

*Hie restructuring, which fot- 
lows a stx-monfh internal stra- 
teglc study, will result in 800 to 
1,000 r ftdnriiTamrffw amounting • 

to more than 10 per cent of tiie 
total numbs of upstream 
employees of Chevron USA. 


The lay-ofte will hit senior and 
middte management as well as 
manual labourers. " 

The grotm. said it ptenued to 
fidl more man $700m worth of 
oil and gas production proper- 
ties believed to be insuffi- 
ciently profitable. 

The sales, to occur oar the . 
next two years, follow the dis- 
posal of $210m worth of 
upstream assets in- MBS amt 
1989. 


Chevron’s US upstream re- 
organlsation will result in a 
charge against first-quarter 
'1990 earnings of between $2Sm 
and$30m. 

Chevron’s biggest extramdi- 
nary debit - of $L2bn - was 
taken In the f o urth quarter of 
-190B and included $5B6m of oil 
and gas writedowns and $3Sm 
of charges, described by the 
company as environmental 
-riaanup costa. 


Notice offtedemptkHi 




PRIVATbanken 


Notice to the Note Holders of 
12%% Notes due 6th February, 1995 

Notice is hereby given that pursuant to the terms of the 12%% 
Notes US $5,965,000 principal amount of 12%% Notes has been 
drawn by lot by the undersigned, in the presence of a notary 
public, for redemption on die 26th March, 1990. 

The said 12)4% Notes so called for redemption will therefore be 
redeemed on the 26th day of Match, 1990 at 100% of the 
principal amount so called, plus accrued and unpaid interest to 
the date of redemption if applicable upon surrender of the said 
Notes, with, thereto attached, all interest coupons, maturing 6th 
February, 1991, and thereafter at any of the following paying 
agents: 

Bankers Trust Luxembourg S. A., 
P.O. Box 807, 

14 Boulevaid F. D. Roosevelt, 
L-2450 Luxembourg. . 

Notice is also hereby given that interest upon Notes so called for 
redemption shall cease to be payable from and after the said 
redemption date, namely the 26th day of March, 1990 and 
coupons for interest maturing after the said dace, namely the 26th 
dayofMarch, 1990 shall be void. 

The numbers of the Notes so called for redemption are: 


Bankets Trust Company, 
1 Appold Street, 
Btoadgate, 

London EC2A2HE. 


400 

500 

600 

1300 

1400 

1500 

1600 

3500 

3600 

3700 

3800 

3900 

4000 

4600 

4700 

4800 

4900 

5000 

9000 

9100 

9200 

9300 

9400 

9500 

10700 

10800 

10900 

11000 

11100 

13200 

13300 

13400 

13500 

13600 

13700 

17700 

17800 

17900 

18000 

18100 


Also, all Notes of which the last two digits of serial numbers are 
any of the following: 

12 28 48 53 57 . 61 62 

The principal amount of 12)4% Notes outstanding after die said 
redemption date will be US $590,000. 


B Bankers Trust 
Company, London 

22nd February, 1990 


Agent Bank 


U.S. $150,000,000 
Canadian Imperial Bank 
of Commerce 

(A Canadian Chartered Bank) 

Floating Rate Deposit Notes due 1996 

In acconJance with the provisions of the Notes, notice is hereby 
given, that for the Interest Period from November 30, 1989 to 
February 28, 1990 the rats for the final Interest Sub-period from 
February 22, 1990 to February 27, 1990 has been determined at 
8%j% per annum, and therefore foe amount of interest payable 
against Coupon No. 22 or per U.S. $10,000 nominal in registered 
form, on the relevant interest payment date February 28, 1990 will 
be U.S. $208.64. 


By: The Chase Manhattan Bank, NA. 
London, Agent Bank 

Februaiy22,l990 


o 


NM INCOME & GROWTH FUND 
Soctete dTnvestmeineiit k Capital Variable 
2, boulevard Royal — L-2953 Luxembourg 
R.C Luxembourg B 23410 

Notice is hereby grcn to the shareholders, that the 
ANNUAL GENERAL MEETING 

ofsharehbklcreofNM INCOME & GROWTH FUND will be bdd at tiw 
bead office of Banque Internationale & Luxembourg, Soctete Anonyme, 
2, boulevard Royal, L-2953 Luxembourg, on March 2, 1990 at lLajn. 
with the following agenda: 

L Submissionof the report of the Board of Directors; - 

2. Approval of the Statement of Net Assets as of December 31, 1989 and 
of the Statement of Operations forthe year ended December 31, 1989; 

3. Allocation of the net results; 

4. Discharge of die Directors and the Auditor; 

5. Receipt of and action on nomination of die Directors and of the 
Auditor; 

6. Miscellaneous; 

Resolutions on the agenda of the Annual General Meeting will require no 
quorum and wQl be taken at the majority of the shareholders present or 
represented.' 

In order to attend the Meeting of March 2, 1990, the owners of bearer 
shares will have to deposit their shares Src clear days before the meeting 
at the Registered Office of the Company or with Banque Imematiooale a 
Luxembourg, 2, boulevard Royal, L-2953 Luxembourg. 

BOARD OF DIRECTORS 


NOTra OF REDEMPTION 

Engelhard Corporation 

11%% Notes due Mmh 29, 1992 
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pntontinfl ttnNoHa twpwraant 
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Bf. THE CHASE HMSUTIWIRNK 
DaMt MatflEy IS, 1SSD 


cmcoRPO 

U.S. $350, 000,000 . 

Subordinated Floating Rato Notes Due August 14,2011 

Notice is hereby given that foe Rale of Interest has been fixed at 
8-5% |xa and that foe interest payable on foe relovanf Inter"** 
Payment Dote May 22. 1 990 against Coupon Na. 1 5 in resped 
US$10,000 nominal at foe Notes wiB be US$210.14 andinreifM 
of US$250,000 nominal of foe Notes will be US$5^ 53^17. . 


February 22; 1990, London 
By, Citibank, NA (CSSi 


DepU, Agent Bank 
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United States Offering 
8,000,000 Shares 


The First Boston Corporation 


Prodenbal-Bacfie Capital Funding 


A.G. Edwards & Sons, Inc. 


Bear, Stearns &Ca Inc. Alex. Brown &Sons Daiwa Securities America Inc. 

limrpoMttt! 

DilloiLRead&Go.Inc. Donaldson, Lufkin &Jenrette Drexel Burnham Lambert 

Sncnri ti c a Corpor ati on larxtrpt u mtod 

Goldman, Sachs & Co. Kidder, Peabod y & Co. Lazard Freres & Co. 

l i itMw pmtwI 

Merrill Lynch Capital Markets Montgomery Securities Morga n Stanley & Co. 

attc off) po i a tm n l 

The Nikko Securities Ca Nomura Securities Internationa], Inc. Paine Webber Incorporated 

la twuntiwi a l . Inc. 

Salomon Brothers Inc Sbearaon Lehman Hutton Inc. Smith Baine% Harris Upham&Ca 

Incnrjiy led 

Wertheim Schroder & Co. Dean Witter Reynolds Inc. 

loc t pftod 

Yamaichi International (America), Inc. Allen & Company * Oppenheimer & Co., Inc. 


European Offering 
4,000,000 Shares 


Banque Indosuez 


Asian Offering 

4,000,000 Shares 


Prudenttal-Bache Capital Funding 


CS First Boston (Hong Kong) Limited 


Janfine Fleming International Inc. ChinBing Limited Daewoo Securities Co* Ltd. 

Daishin Securities Co^ Ltd. Dongsuh Securities Co., Ltd. G.K.Goh (Stockbrokers) Pte Ltd. 
Hanshin Securities Co, Ltd. Hyundai Securities Co, Ltd. 

Kokusai Securities (Hong Kong) Limited The Lucky Securities Co., Ltd. 

New Japan Securities International (ELK.) Ltd. Okasan International (Asia) Limited 

Ssangyong Investment and Securities Co* Ltd. Tong Yang Securities Co., Ltd. 

Wako International (Hong Kong) Limited Wardley Investment Services (Hong Kong) Limited 


United States Offering 

6,000,000 Shares 


Drexel Burnham Lambert 

INCORPORATED 


The Fust Boston Corporation 


Donaldson, Lufkin & Jenrette Howard, Wed, Labouisse, Friedrichs Kidder, Peabody & Ca 

Securities Corporation lampontai Ine -p wM 

PameWebber Incorporated Prudential-Bache Capital Funding Salomon Brothers Inc 

Sbearson Lehman Hutton Inc. Smith Barney, Harris Upham & Ca 

In cor porated 

Dean Witter Reynolds Inc. A.G. Edwards & Sons, Inc. Oppenheimer & Co, Inc. 

Brean Murray; Foster Securities Inc. Boettcher & Company, Inc. Cowen&Co. 
DainBosworth Eppler, Guerin &Turnei; Inc. Furman SebMager Dietz &Bimey 

In co r p orated Incnrpondod 

Gnmtal& Co, Incorporated Ladenbnrg, Thahnann & Co. Inc. 

GJ.LawreucevMpfganGrenfeSInc. Lovett Underwood Neuhaus& Webb, Inc. 

Morgan Keegan & Company, Inc. Prescott, Ball &'finrben, Inc. 

RauscherPierce Refutes, Inc. Stephens Inc. Tucker Anthony 


International Offering 
4,000,000 Shares 


NEW ISSUE 


All of these securities having been mid, this announcement appears as a matter of record only. 


February 22, 1990 


$50,000,000 


Presidio Oil Company 


9 % Convertible Subordinated Debentures Due 2015 


The 9% Convertible Subordinated Debentures Due 2015 of Presidio Oil Company (the 
“Company ”) are c o nv e r t i ble into shares of the Company's Class A Common Stock, $.10 
par value per share, atony time at or before maturity, unless pmfously redeemed, at 
a Conversion Price of $938 per share, subject to adjustment in certain events. 


The First Boston Corporation 


Drexel Burnham Lambert 






This announcement appears as a matter of record only. 



OVERSEAS SHIPHOLDING 
GROUI> INC. 


$500,000,000 

Unsecured Revolving Credit/Term Loan Facility 


Agent and Manager 

Citibank, N.A. 


Co-Manager 

The Chase Manhattan. Bank, N.A. 


The Bank of Nova Scotia ♦ Barclays Bank PLC- 
The Chase Manhattan Bank, N.A. ♦ Citibank, N.A. 

Morgan Guaranty Trust Company of New York ♦ Swiss Bank Corporation 

Bank of America NT&SA ♦ CEBC, Inc. 

Manufacturers Hanover Trust Company 


Long-Term Credit Bank of Japan, Limited 
The Royal Bank of Canada ♦ The Saitama Bank 


February 1990 


This announcement appears as a matter of record only. 



OVERSEAS SHIPHOLDING 
GROUT} INC. 


$195,862,000 

Unsecured Letter of Credit and Guarantee Facilities 


Agent 

The Bank of Nova Scotia 


The Bank of Nova Scotia ♦ Bank of America NT&SA ♦ Barclays Bank PLC 
The Chase Manhattan Bank, N.A. ♦ Christiania Bank 6g Kreditkassen 
Citibank, N. A. ♦ Canadian Imperial Bank of Commerce 
First National Bank of Maryland ♦ Banque Worms 
Long-Term Credit Bank of Japan, Limited ♦ Osterreichische Landerbank 


February 1990 



The “Shell” Transport and 
Trading Company, Public 
Limited Company 


Final dividend 1989 


Notice ts hereby given that a balance of the Register w* 
be struck on Thursday. 15th March, 1990 for the 
preparation of warrants for a Fined cBvfcfend tor the year 
1989 ol 10.7p per 2Sp Ordinary Share. If approved at the 
Annual Genera! Meeting to be held on 17lh May, 1990 the 
dividend wK be paid on 21st May, 1990. 


Fa transferees to receive this dividend, their transfers must 
be lodged with the Company’s Registrar, Lloyds Bank Pic, 
Registrar's Department, Goring-by-Sea, Worthing. West 
Sussex, BN12 6DA, not later than 3pm on 15th March, 
1990. 


SHARE WARRANTS TO BEARER 


The Capon to be presented for the dbove dividend wS be 
No. 183 wWdi must be deposited for examination at Lloyds 
Sank Pic. Registrar’s Department, Issue Section, 11 
Kshopsgate, London EC2N 3LB, at least five dear days 
before payment is required (the required date cannot be 
prior to the 21st May, 1990) or may be surraretered through 
Messieurs Lazaid Fr&res et Cle, 121 boulevard Haussman 
75008, Parts. 


BY ORDER OF THE BOARD 


V. A. Wad ham 
Company Secretary 


Shell Centre, 
London, SE1 7NA 
21 st February, 1990 


YOKOHAMA ASIA LASTED 
(Incorporated in Hong Kong) 

U.SLS1 00,000,000 

GUARANTEES FLOATING RATE NOTES DUE 1997 




UncpncfitkmaBy and irrevocably guaranteed by 
THE BANK OF YOKOHAMA, LTD. 

. (incorporated in Japan ) 

Notice is hereby given that the Rate of Interest for the initial 
interest period has been fixed at 8.625% per annum and that 
the interest payable on the relevant Interest Payment Date 
May 22, 1990 against Coupon No. 19 in respect of US$10,000 
nominal of the Notes will be USS21&23 and in respect of 
US$250jQ00 nominal of the notes will be US&L330.73. 


February 22, 1390,'London 

By: Citibank, N A (CSSI Dept), Agent Bank Gf77fi/WCO 


DnC 


Den norske Creditbank 


Primary Capital Perpetual 
Floating Rate Notes 

in a c co rding* with the p rov triora of the Notes, nocica is hereby 


Nodes wiR carry an Interest; Rare of 8.625% pja. and the Coupon Amount 
per USJ$ 1 0000 wffl be U.S52 1 303. 


February 22. 1990 London 

By, Citibank, NA (CSSI Dept). Agent Bank 


CITIBAflKO 
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BSN finds its gateway to the East 


David Housego on the French . group’s; tie-up with India’s Britannia 


A link-tip between Britan- 
nia Industries, India's 
largest biscuit manu- 
facturer, and BSN, the French 
foods group, is laying the 
ground for what Is likely to be 
a new food giant in India. 

For BSN, the acquis ition of a 
21 ner cent stake in Britannia 
through an offshore transac- 
tion provides a foothold in a 
market that would otherwise 
have been difficult to penetrate ' 
for a foreign company with no 
previous roots in India. 

For Britannia, controlled by 
Mr Rajan Filial, the British- 
based Indian industrialist, the 
recently announced tie-up 
opens the doors to BSPTs range 
of products including yoghurt, 
pasta, grocery foods and miner- 
als, as wdl as to the European 
group's technology and mar- 
keting wfcilla. 

Mr Piliai, chairman of Bri- 
tannia, describes India as the 
fastest growing consumer mar- 
ket In the world with con- 
sumer spending rising fay 22 
per cent in the towns and SO 
per emit in the rural areas. 

“It would have been a tre- 
mendous mistake to have gone 
it alone. We don't know India." 
says Mr Antoine Mbaud, BSN’s 

r^gTPn\Bn. 

For both BSN and Mr Piliai. 
the tie-up is also the prelude to 
an aggressive expansion in 
Aria. Mr Bsboud’s sees Asia as 
BSN’s -big future field of cart 
quest now that it han consoli- 
dated its base In Europe. 

It acquired its stake in Bri- 
tannia through the purchase of 
a minority interest in Mr P1I- 
lai's holding group. Associated 
Biscuits International (AMD, 
formerly a Nabisco subsidiary, 
which also has biscuit intere s ts 
in Pakistan and Malayria. 

For Mr PHlai. who is now 
seeking to acquire Nabisco’s 
subsidiaries in New Zealand 
and Singapore, Malaysia and 
Hong Kong, the expansion in 
Tmliq fa also part of the budd- 
ing of an Asbm food empire. 
Habits In Asia are changing, he 
says, “ f rom a saving to a con- 
sumer mentality.” 

BSN reached an agreement 



Mr Kajan Piliai and Mr Antohie Siboud: link provides foothold 


with Britannia on taking a 
stake in December after 
looking for an partner, 

for more than a yean Only on 
one previous occasion. — with 
flwThani in Italy - has BSN 
taicwn the risk of a m inori t y 


With 36 per cent of the 
In dian biscuit market, Hnd 
Interests also In bread and 
soya, Britannia has doubled 
annual turn ove r in the last 
three years to jgs2.7bn 
($16L8m) with profits tiring to 

But for the French group, 
Britannia’s attraction was not 
only its record as a profitable, 
well-managed concern. 

As a comuanv which had 43 
per cent of its equity held 

abroad, the purchase of a stake 

in It did not require the 
approval of the Indian authori- 
ties. In 6* present ftKmntB of 
reticence towards fresh foreign 
investment, especially in con- 
sums’ industries. BSN would 
have had difficulty in acquir- 
ing an entry ticket through 
any other route. 

The new shareholding struc- 
ture gives BSN 21 per cent of 
Brttawnfa, against 22 per cent 
held by Mr PfllaL Mr Pinal’s 
family holds a further 8 per 
cent, giving the two groups a 
majority in a company where 
the remaining shares are held 
by the public and the Indian 
financial institutions. 


The food processing Industry 
in India Is d o mi nat ed by mnltt- 
Ttatinnalft with NeStte, Hindus , 
tan Lever (through LIptotts 
and Brooke Bond) and Cadbury 
among the major players. But 
it is etQl in its infancy, with 
many - products such as 
pasta, yoghurts,, mineral 
waters and certain ■ grocery 
foods in which BSN is a mar- 
ket leader - all tart unknown 

fn Tndia. 

BSN approached Britannia 
in August last year Bhortly 
after it had acquired Nabieco's 
European subsidiaries from 
Kohlberg Kravis Roberts for 
• ftt shn Britannia had out ! 
of tmwift stable In that 
Nabisco held a 38 per cent 
ahiim in tihA fffwnpany and man- 
agement cootraL 

Mr Piliai, who had been pres- 
ident of Nabisco's Asian and 
Pacific operations, and .who 
earlier had been involved in a- 
joint venture with Nabisco in 
Singapore, purchased the 
Nabisco stake in 1988 for $44m 
under an option ha bad . with 
the US group. 

His investment has risen 
dramatically since then, with 
Britannia’s market 
tfon almost doubling to $390m. 
Mr Piliai says that the sale to 
BSN was at market prices - 
thus enabling him to repay 
much of -the borrowings he 
needed to finance his own 
acquisition hi- 1988. •. 


Hie deal between Mr PJHai 
and BSN thus draws together 
threads that had been untied 
by the break-up of the Nabisco 
empire. “It is very logical," 
says Mr EOZai "BSN was the 
ideal partner to h ave." • 
MrHDai sees fixture growth 
for Britannia being rapid. In 
the biscuit market, the new 
Government's policy of reserv- 
ing the sector for sma ll-scale 
iiiiliudTiBw that Britan- 

nia will face no major new 
competitor. - '• : , 

Elsewhere Britannia and 
BSN have yet to define which 
products and trade marks in 
the dairy product and pasta 
range they will develop first 
Mr Filial believes there is a 
potentially large market for 
mineral water which BSN pro- 
duces in Europe through Its 
Brian and B&Mt brand names. 
“People’s consumption of min- 
eral water is going to grow,” 
Mr Piliai says. 

BSN has told Britannia that 
it will make available brand 
names and technology without 
charging a fee. Even before the 
dnai was signed, it had sent a 
technical and marketing team 

to India. 


A s an Indian-based com- 
pany, Britannia will 
nave no problem in 
expanding through further 
acquisitions. Mr Kiboud says it 
is "a question of opportunity." 

Mr Piliai, aged 42, first 
linked with Nabisco in 1976, 
whan they formed a 5050 joint 
venture in Singapore called 
20th Century Foods, to make 
and distribute snack foods and 
oil-roasted nuts. Almost 10 
yeare later ha sold his interests 
to Nabisco and became their 
president for the Asia, Africa 
and Pacific regions. 

In Tmita he became ch air man 
of Britannia, purchasing per- 
sonally or through his family 
13 per cent of toe company’s 
stock, which gave Nabisco an 
indirect majority holding. In 
return Nabisco gave him an 
option to purchase its bedding 
in Britannia if this was ever 
acrid. ’ - • 


Australian mining groups 
rise with improved prices 


Nippon Life acquires 1% 
stake in Hongkong Bank 


By Chris Shsrwsil in Sydney 


By John Ellfott in Hong. Kong 


TWO of Australia’s larger 
mining companies yesterday 
reported improved profits for 
the six to December. 

Pasndnco, the base metals 
group formed from toe interna- 
tional zinc and lead mining 
and smelting operations of 
CRA and North Broken EBB 
Peko, announced an aftertax 
operating profit of ASTI Am 
(US$59 -2m), up 42 per cent from, 
the A$54.7m figure for the cor- 
responding period the previous 


The company attributed the 
result to good prices for % 
lead and zinc and a lower 
exchange rate for the Austra- 
lian dollar, which averaged 77 
US cents, against 82 US cents 
previously. 

Earnings were also affected 


by an accelerated after-tax pro- 
virion of A$9m for forecast 
environmental expenditure in 
relation to a sine smelter in the 
Netherlands. 

Dominion Mitring, a gold 
producer . which ; has grown 
througx its acqinslficni of the 
Whim Greek group, announced 
ah after-tax profit of A$l4.7m, a 
near-trebUng of earnings from 
the previous A$5m. 

Sales revenues increased 
fivefold to ASUOul 

Dominion said its attribut- 
able gold production was 
169,000 oz in the six months, 
compared with 32,400 02 in the 
previous December half-year. It 
added that its c m ren t ane-for- 
five rights issue at A$L50 per 
share, to raise A$98m, would 
make it debt-free. - 


| NIPPON LIFE Insurance . of 
Tokyo has became the third 
Japanese insurance company 
in 10 months to acquire a 1 per 
cent stoke on the open market, 
in the Hongkong and Shanghai. 
Banking Corporation. 

:• The first two were Dai*fchi 
-Mutual Life and Mefii. Mutual 
Life. The purchase of . the 
stakes has been actively 
encouraged by the bank, which 
wants to spread stockhold- 
ing internationally. 

At present moat of its 185,000 
shareholders are believed to 
be in Hong Kong, which 
returns to Chinese sovereignty 
in 1998. 

No shareholder can by law 
own mare than 1 per cent of 
the bank’s shares. 

A Nippon Life official in 


Bang Kong said yesterday that 
the share purchase .was one of 
a range of blue chip invest- 
ments it had made on the Hong 
Kbng stock exchange- 

“ bank’s chare price was 
cheap and -It was a- good 
long-term -investment* ‘he 
added: • - 

Yesterday Hongkong Bank 
shares fen 20 cents to HK37.35 
(US$0.94) during trading which 
sent the local Hang Seng index 
down 3.98 per cent close of 
2,862.27, the biggest one-day 
fall since last October. - 

The Nippon Life official 
would not say how much Its 1 
per cent stake had cost, but it 
is believed to be broadly in line 
with the YBbn ($4L3m) cost of 
MaQl life’s stake, which was 
announced last month. 


Japanese 
brewers hit 
by weak yen 


The bond market 
from Genesis to Revelations 


By Robert Thomson 

In Tokyo 


JAPAN’S beer makers 
encountered a sharp brake on 
earnings last year after intense 
competition and the introduc- 
tion of new brands drained 
advertising budgets, white the 
weakness of the yen increased 
the cost of raw materials. 

Sapporo Breweries re p or te d 
an operating loss for the first 
time anil walri tout nre-fax DTQf- 
its fell 44-8 per cent to Y7.45bn 
($5L2m) for the year to Decem- 
ber, although a widening sur- 
plus on financial items bol- 
stered MminB L 

Sales fell 5.3 per cent to 
Y463.6bn, as newly released 
products failed to gain signifi- 
cant market share despite 
increased spending an advertis- 





Sapporo expects sales to rise 
8 per emit this year to Y500bn, 
with a 20 per cent increase in 
pretax profit to Y£8 hl 
A saU Breweries, which 
recently replaced Sapporo as 
the second largest brewer, 
reported a 23J5 per cent fan in 
operating profit to YlL12bn, 
but a 25 per cent rise in pretax 
profit to YlfL7bn, again buoyed 
by a stronger financial surplus. 

Sales rose 20.2 per coot to 
Y(55bn, due mainly to the con- 
tinuing success of its Super 
Dry brand, which prompted 
the intense competition among 
brewers after its successful 
introduction in 1987. Super Dry 
beer has a higher alcohol con- 
tent and a crisper taste than 
conventional Japanese beers. 
This year, Asahi expects 
sates to rise 18.7 per cent to 
although pre-tax profit 
is expected to fall 9.1 per emit 
to YLTta. with promotional 
expenses again rising. 

Kirin Brewery, the industry 
leader, previously reported 
1989 pre-tax profits of Y64^bn, 
failing to match the Y64.7bn 
for the previous 11 months. 
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ft's not exactly the Tightest reading since the 
Dead Sea Scrolls. 

But for bond dealers, salesmen, analysis 
end investment managers it's a considerably 

better read. 

Because it contains accurate data, updated 
every two weeks, on 13,000 bond and other 
issues, inducting coupons, currencies, ccxies, 
call data, managers, conversions and a wealth 
of other information. No wonder it's so heavy. 
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INTERNATIONAL CAPITAL MARKETS 


Investment 
rule relaxed 
for funds 
in Canada 

By Barnard Simon 
in Ottawa.. . . 

AFTER YEARS of lobbying for 
greater flexibility to 'manage 
their portfolios, Canadian pen- 
sion fnad managers will be 
allowed to doable the funds' 
foreign Investments over the 
next live years. 

In the Federal Budget tabled 
on Tuesday, the Government 
proposed lifting the ceiling on 
foreign holdings by pension 
and retirement funds in five 
equal stages from 10 per cent 
to 20 per cent of the book 
; value of their total assets. Hie 
ceiling in maintained by wmm 
of a special tax of 1 per cent a 
month on foreign holdings In 
excess of the Hmit 
According to pension indus- 
try estimates, the new rules 
could free C$15bn to C$20tm 
(US$12£bn-US$16.7tm) for for- 
eign investment over the next 
five years, or about C$3bn to 
CMbn a year. Many large 
funds are at or dose to the 10 
per cent limit. 

Mr Nell Jacoby, manager of 
CTiptl Canada's session fund, 
said that greater diversifica- 
tion will enable the pension 
funds not only to realise 
higher returns but also to 
reduce the risk of focusing on 
the relatively volatile Cana- 
dian markets. Shell’s pwidwi 
fond Is among tiuwe which are 
bumping against the 10 per 
cent celling. 

Canadian pension fends* 
existing foreign Investments 
are concentrated in the OS, so 
ttmoh of the increase (aider the 
higher ceiling is expected to 
flow to markets outside North 
America. 

Several UK portfolio manag- 
ers have set np offices in 
Toronto and Montreal in the 
past few yean in anticipation 
of a wider interest in offshore 
investment among - Canadian 
institutions. However, some 
pension fends may decide to 
TianJip more at thrir interna- 
tional Investment themselves, 
as this becomes a more tagat- 
taut part of their portfolios. 

Mr Michael Wilson, Finance 
Minister, said the sew Unfit 
gppww! "reasonable «wd realis- 
tic” enough to- give pension 
ftmdfl the opportunity -to max- 
imise their re tinas. The Gov- 
ernment bad turned down a 
request from p— fends to 
lift the limit entirely, fearing 
that such a move would dis- 
rupt domestic «*pitei markets. 

Canada’s biggest pension 
ftmd Is the Ontertn Municipal 
Employees Retirement System, 

- with- assets (at' market vafee) 
of C$10.Sbn .at the end of 1988. 
Other leading funds inetnde 
those of Canadian National 
Railways, Beil Canada, and 

flwimiHan P acific. 


Belgium to set up futures 
exchange based on screen 


By Deborah HsrgmavM 

A FUTURES and options 
exchange is being set np in 
Belgium which will trade on a 
screen-based system. . 

Beifox. the newly formed 
company which will operate 
the exchange, said yesterday 
that it would start developing 
the system in March, and 
to instal the system later this 
year with a view to beginning 
trading eatiy in 1991. 

_ Beifox has entered an agree- 
ment with London's Interna- 
tional Commodities Clearing 
House qCCH) to use a modified 
version of the system being 
used at the New Zealand 
Futures Exchange, and 1CCH 
will act as prefect manager for 
thp Bel gian exchange. 

Brussels’ announcement 
makes Belgium the latest in a 
rush of countries to set up 
derivative exchanges, and fol- 
lows the start of options trad- 


ing on the . Deutsche Tennin- 
bdrse at the end of January. 

In contrast to the DTB and 
Switzerland’s Soffex. Beifox 
has made futures trading a pri- 
ority - and has said it will 
launch a futures contract on 

the 10-year notional govern- 
ment bond as its first product 
TUs - will be acco mpa nied by 
options on 10 Belgian securi- 
ties. and an index option with 
European currency unit 
fixtures is earmarked as a pos- 
sibility fora later date. 

There has - been 
over-the-counter trading in Bel- 
gium on bon d ftthro t 

for the past two years, with 
volume reaching some 800-L000 
lots a day. This would be 
break-even for the futures 
exchange, said Mr Chris van 
Acken, the company secretary. 


The new exchange is befog 


set up by five leading Bel gia n 
hanini «ryf the Brussels Stock 
Exchange. Between than these 
groups have raised BFr250m 
(27m) to capital. Mr van Acken 
said the exchange would have 
a potential 40 to 50 members If 
fixe brokers trading in the off- 
exchange market became 
active on the screen market. 
He said ft had also found inter- 
est among foreign ba nk s. 

There have been talks for 
two years on a futures 
exchange for Belgium, and the 
sew company approached a 
variety of suppliers. Beifox 
says it considered using the 
same system as that used by 
Soffex and the DTB. but a 
futures prototype far that sys- 
tem is not yet in place. 

The ICCH will also provide a 
clearing, banking and risk 
martagftTmmt function for tile 
new exchange. 


Barings expands Korea fund 


manager oi T | By Deborah Hargreaves 

BASING Brothers Is soon to 
offer a third tranche of 250m 
equity in its Korea-Europe 
ftmd amid a rush of investor 
interest in popular country 
fields. 

Institutional investors are 
becoming aware of the world’s 
emerging stock markets. One 
of the easiest ways to invest in 
these markets is through one 
of the 150 country funds which 
have been set up in recent 
years. 

Although there are seven 
Korea funds available in the 
UK. Korea-Europe is tire only 
one listed in London, with 
Korea Fund Xnc listed in New 
York. When Barings launched 
KoreaEurape in 1987, it experi- 
enced such a rush of demand 
that the $30m worth of abates 
launched at $10 each rose in 
price to $25 almost immedi- 
ately. 


After that, the i nv e stment 
firm made a second tranche 
available in June 1 93$ and fid- 
lowed that with a stock split at 
the end of last year. This has 
brought the share price down 
Cram the huge premium to net 
asset value at which they had 
bean trading: Shares in Korea- 
Burope are trading at around 
2&50 on net assets of some $5 a 
share. 

The ftmd is managed by 
Schroder Investment Manage- 
ment with Korean securities 
houses. Mr Peter Irving at 
Schroder emphasises the 
fund’s long-term interest in 
growing Korean companies. 

One of the reasons for the 
growth in popularity of coun- 
try funds Is that they provide 
an important research function 
that would be iHfflwiW for indi- 
vidual investors to do on their 
own. Mr Irving stressed how 


mwteMwwa i ^iiwi Korean com- 
panies are, particularly regard- 
ing new issues. 

In the past two years, the 
Korean Government pro- 
moted equity rights Issues for 
Korean companies, but the pro- 
gramme has been so successful 
that there is a risk of over-sup- 
ply in the market This has dis- 
couraged some domestic retail 
investors from putting their 
money in the stock market 

The problems of over-supply 
ami concern about inflation in 
the Korean economy led to a 
mediocre performance for the 
Korean Stock Exchange last 
year. However, BartogB expects 
a ret ur n to strength this year. 

Foreign investors still face 
strong restrictions on investing 
in Korea. The country funds 
can invest only up to 25 per 
cent of their fends in 
industry sector. 


FT INTERNATIONAL. BOND SERVICE 


Listed are the latest international bonds for which there b an adequate secondary market. 

US MUM 

STRAIGHTS 
Amtrta9%93_ 

B.F.C.E. 8* 94- 
B-F.C.E-9%95.. 


Brit Tol. Fte 9% «B_ 

Canada 996--™-,—. 

CCX.E9%9S 

tN.OA9%93. 

CteSt Notional 7% 92- 

Credit National 9% 92- 


OatWcflj Kao 9*94 

Denmark BJ* 99 

E-E.C.79L 

TFT . IBt H ~ - - 


EJ.B.B%99 

EmflmlOHSaL 


Etaft.De France 9 9ft 

Finland 9 96- 


Japan ponders 
Installing US 
Globex system 

THE Japanese Ministry of 
Finance said yesterday that it 
is considering allowing darner 
tic banks and securities films 
to instal a 24^ioar global trad- 
ing system for financial 
fo tores known as Globex, now 
being developed by the Chi- 
cago Mercantile Exchange 
(CMS), Kyodo reports -from 
Tokyo. 

The proposed installation — 
details of which are yet to be 
disclosed - wfll enable Japa- 
nese financial institutions to' 
participate in futures dealings 
such as US Treasury bills 
which are not listed on the 
Tokyo financial fixtures mar- 
ket, flw ministry gaid. 

A monitoring system to pro- 
tect investors from fraud will 
be worked oat Jointly by the 
ministry rtw CS Commod- 
ity Futures Trading Commis- 
sion (CFTQ. 

The legal status of the sys- 
tem and trading roles should 
be established before the intro- 
duction of Globex, expected 
this autumn, the ministry 
said. 

The move came in response 
to repeated US requests for 
early approval of Globex In. 
Japan. 

Globex is a computer system 
for flnanrial and stock fetures 
trading. The CME plans to 
begin night trading with the 
system soon and anticipates 
participation from east Asia 
markets, including Japan. 

Nikko boys seat on 
Manila exchange 

NIKKO Securities, the fourth 
largest- Japanese brokerage 
house, has bought a seat on 
the Manila Stock Exchange, 
according to . Mr Gerardo. 
Urbina, the exchange’s presi- 
dent, A? reports from Manila. 

Nikko is the sixth foreign 
broker to buy. a seat on _ the 
exchange, following James 
Capel, Dao Heng Holdings, 
Sun Hung Kai, First Pacific 
Group and Asia Securities. 

The Philippine securities j 
market will be an important 
emerging Aslan market this 
decade, says Mr Junsuka Ike- 
game, a Nikko board member. 

Mr Urbina said the move 
would help- raise i n ve stor con-, 
fidence in the ^Philippines, 
which had been lost after a 
coup attempt last December. 
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300 100100% -0%-0* 9.21 
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R.T. Holding Nederland N.V. and Winco B.V 


have sold their majority interest in 


Raff inerie Tirlemontoise S.A. 


to 


Mannheim/Ochsenfurt 


We acted as the financial advisor to R.T. Holding Nederland N.V. and Winco B.V. 
in this transaction and the related sale of the minority interests in 
Raff inerie TlriemontoiseS A by way of a public tender. 


Goldman Sachs international 


WT 


February 8, 1990 


R.T. Holding Nederland N.V. and Winco B.V. 


have sold their majority interest in 

• . ••••• ” i - - 

RafBnme 'IMemontoise S. A. 


to 


Sudzucker AG Mannheim/Ochsenfurt 


We acted as the strategic advisor to 
R.T. Holding Nederland N.V. and Winco B.V. 
over the past few years notably with respect to the 
redeployment of the Group’s activities. 


BOSTON CONSULTING GROUP 


U.&$4<XU)00,000 

Banque Franfafea 
Do Comnwce Extorted 1 

GamranlMd Boating Rate 

Notes due 1997 

For the three months February 22, 
1990 lo May 22. 1990, the Nates 
wfll bear Intere s t at per an- 

num. U3. S21333 wrfl be payable 
on May 22, 1990, per U.S. 510,000 
prkwlpal amount ex Notes. 

Q 

February 22, 1890 ohmww 


JEWEL III Umfted 

hltenHM W 
USS1 saoOOLOOOSECU!B> FUMING RATE 
NOIB DUE 1993 

IntaioW Rata 935188% tamft Ptatad 
fbtxuory 72. 1990 to Auguta 22. 199a 
Jg-J^ahb (wrl^TtoOOO Nato 


• The Randal Times U±. 199a 


to whole or ta o«t lo a# for* aot pcmtttte wtUtott wrftaa matut. 

jflpplhd by DXftSTRcAM iBtontloreL 


Uxuay 22,1990 

ByQfaonk.NX ICSSIDeplJ AgrtBont 


U.S^200,000,000 
First Chicago 
Corporation 

Floating Rate 
Subordinated Notes 
due 1892 


In accordance with the 
provisions of the Notes 
notice is hereby given 
that the Rate of Interest 
for the next Interest 
Period has been fixed at 
& 475% per annum. 

The Coupon Amount 
payable on the 22nd May, 
1990 will be US$209.52 


US $400,000,000 



COMMONWEALTH BANK OF AUSTRAUA 


A ITtan laj' Cngwta ii- Vte rhw iwi i 

Undated Floating Rate Notes 
Exchangeable into 
Dated Floating Rate Notes 
8.4975% per annum 

(LIBOR 8j4375% + 0.06%) 


Interest Rate 


Interest Period 

Interest Amount due 
22nd August 1SXJ0 
perU.S.S 10.000 Note 
per U.S. $250,000 Note 


22nd February 1990 
22nd August 1990 


U.S. $ 427.24 

VJ^.$10,680K9 


Credit Suisse First Boston Limited 
Agent Bank 










INTERNATIONAL CAPITAL MARKETS 


Late recovery 
in Japan helps 
rally in bunds 


By Andrew Freeman 

IN GERMANY, the late rally 
on the Japanese market 
sparked some short covering at 
the opening and prices moved 
upward on both cash and 
futures markets. By the end of 
the day a fair rally had given 
traders their first real respite 

GOVERNMENT 
BONDS 

for many sessions, but underly- 
ing sentiment remained ner- 
vous. 

The 7% per cent bund was 
fixed in the morning at 93.47, 
against 92.45 on Tuesday, to 
yield 8.75 per cent. It continued 
to rally throughout the after- 
noon, reaching 93.77 offered, a 
yield of 8.71 per cent. 

The absence of retail buying 
left tbe market largely in the 
hands of professionals. 
Demand was concentrated on 
yields in the five to eight-year 
maturity range, as prices in 
general rose by well over 1 
point. 

The Bundesbank allocated 
DMIObn for a 28-day repur- 
chase agreement at rates 
between 7.85 and &35 per cent. 
It drained DM19 8bn from the 
market, resulting in a larger 
shortfall than expected. 

This caused the bund future 
to drop briefly, but did little to 
interrupt another volatile ses- 
sion. The future opened around 
80 pfennigs above Tuesday's 
(dose of 80.CS and traded up for 


most of the day, closing at 
82.45. 

■ IN THE UK, gilts enjoyed an 
early rally of around % point 
on the back of the overnight 
performance in Japan. How- 
ever, activity was thin as 
investors showed uncertainty 
as to whether the rally would 
be decisive, and this proved 
enough to limit the day’s prog- 
ress to the early gains. 

The benchmark gilt matur- 
ing 2003-07 was trading steadily 
at 103%. % higher than Tues- 
day’s close to yield 11.19 per 
cent 

■ US bond prices were little 
changed yesterday, as the 
recoveries in the Japanese and 
European markets were offset 
by worse than expected domes- 
tic inflation news. 

The Labor Department 
reported that the consumer 
price index increased LI per 
cent in January. Excluding the 
volatile food and energy com- 
ponents the index rose 0.6 per 
cent Both figures were higher 
than expected. Market econo- 
mists had on average forecast 
a CPI increase erf 0 A per cent 
and an inflation rate of about 
0.4 per cent excluding food and 
energy. 

At lunchtime, the Treasury's 
benchmark long bond was 
quoted at 98ft, up % on the day 
to yield 8.65 per cent. Federal 
funds traded between 8% and 
8ft per cent throughout the 
morning: 


BENCHMARK GOVERNMENT BONDS 
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Data 
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Chung* 

YtaM 

Wuuk 
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■go 

UK GILTS 

10.000 

4/93 

93-09 

+ 07/32 

12.63 

1026 

12^0 


10-500 

5/99 

84-00 

+ 14/32 

11.56 

11.28 

11J» 


9.000 

10/C8 

88-24 

+ 15/32 

iaos 

1032 

1030 

US TREASURY * 

a. goo 

02/00 

8805 

+ 03/32 

8.62 

038 

054 


8.500 

02/20 

98-08 

+ 02/32 

are 

041 

058 

JAPAN No 119 

4.8D0 

099 

88.7341 

+1.401 

a 77 

078 

085 

No 2 

5.700 

3/07 

94.2107 

+ 0.230 

6.41 

6.38 

050 

GERMANY 

7.125 

12/99 

80.0500 

+1.450 

B£7 

051 

7.73 

FRANCE BTAN 

8.000 

1094 

89S102 

+0.481 

1085 

10.60 

1030 

OAT 

a 125 

sra9 

87.6900 

+ 1.170 

1023 

10.00 

9.58 

CANADA * 

9.250 

12/08 

92.1250 

+0.675 

1056 

10.23 

9414 

NETHERLANDS 

7.500 

11/89 

90^500 

+ 0.850 

004 

068 

8-86 

AUSTRALIA 

12.000 

7/99 

93.1793 

-0J52 

1028 

13.08 

1096 


London closing, ‘denotes New York 
Yields: Local market standard 


morning session 

Prices; US. UK In 32nde~ others In decimal 
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DG Bank 
refuses to 
stand by 
bond sales 

By Katharine Campbell 
in Frankfurt 

DEUTSCHE Genossen- 
schaftsbank, the umbrella 
organisation for the coopera- 
tive banks, yesterday said that 
it would not honour liabilities 
in tiie West German govern- 
ment bond market to several 
French bank counterparties. 

Talks of currency union 
be tw een East and West Ger- 
many have the Ger- 

man bond market, with hold- 
ers of blinds facing heavy 
losses and volatilities in the 
London International Finan- 
cial Futures Exchange (Liffe) 
market doubling in a short 
space of time. 

DG Bank recently dismissed 
Mr Friedrich StelL a senior 
bond trader, for "transgress- 
ing his authority." He sold 
bonds unbeknown to his supe- 
riors and without documenta- 
tion, and struck supplemen- 
tary agreements he was not 
entitled to, DG said, 

A representative would not 
elaborate, save to strongly 
deny rumours that tbe bank’s 
troubles were connected with 
trading In the Iiffe market. 

However, the bank does 
Intend to repurchase the bonds 
from the unnamed French 
counterparties, because the 
"promises were not made 
either legally or on the basis 
of normal market practice." 

The most common reason 
for altering into a repurchase 
agreement is to allow a fixed 
income trader to "go shot" of 
cash bonds, that is, to sell 
sto c k tbe trader does not pos- 


In this way the trader can 
take advantage of price dis- 
crepancies between cash and 
futures prices, by buying 
futures contracts, and shorting 
the underlying bonds. 

It appears that the trader at 
DG Bank was on the other side 
of a number of repurchase 
agreements, selling bonds and 
agreeing to buy them back at a 
later date. 

It Is up to the bank on this 
side of tbe rep u r ch ase to fur- 
nish the document. DG B ank 
argues that the counterparties 
are now disputing documenta- 
tion on repos that was sent to 
them some while ago. They 
should have rwnpiainpd at the 
time, the bank says. 


Turkey’s $200m deal meets poor demand 


By Nonna Cohen 

WITH WORLD bond markets 
straggling under the spectre of 
increased interest rates, Euro- 
bond investors have been 
driven to the sidelines. 

However, underwriters have 
been able to identify pockets of 
demand for certain types of 

INTERNATIONAL 

BONDS 


securities, and a spate of new 
issues was laun ch ed yesterday. 

The largest of these was a 
$20Qm seven-year deal for the 
Republic of Turkey, the bor- 
rower’s second Eurobond in 
four months. The Issue, lead 
managed by Mitsui Finance 
International, carried a coupon 
of 10% per cent and is priced at 
100.20 to yield 220 basis points 
over US Treasuries if sold at a 
discount equal to its 1% per- 
cent total fees. 

Although the leal manager 
quoted the deal just outside 
fees at less 2, it was seen 
quoted on brokers' screens at 
less 2% bid - despite a modest 
improvement in underlying US 
government bonds - with 
dealers blaming the poor per- 
formance on mispricing. 

Indeed, some co-leads were 
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said to have been offered a rale 
in the deal with no obligation, 
to take any bonds onto their 
books. Although the spread, is 
far more generous than many 
others around, and the bor- 
rower is by certain key mea- 
sures an improving credit, 
dealers reported little demand 
for the bonds. They said inves- 
tors could have achieved bettor 
returns by asset-swapping pro- 
ceeds of Turkey’s previous 


bond than with the latest 
issue. 

There was also a Y40bn 10- 
year Eurobond for European 
Investment Bank, lead man- 
aged by Yamaichl Interna- 
tional Europe. While Tokyo 
bond markets have been beset 
by fears of a discount rate rise, 
yields on Euroyen bonds and 
confidence in the currency 
have prompted demand from 
C on ti ne n tal in v estor s. 


The bonds carry a coupon of 
6%per cent and are priced at 
£101% for an effective yield, 
after disc o unting for fees, of 
6J59 per cent. This compares 
with yields on the benchmark 
10-year government bond of 
6.54 per cent. Some dealers 
described the pricing as : 
rive, but the issue was 
at a discount equal to full fees 
and continental accounts were 
seen to be buyers. . . 


•rib also tapped the market 
in Switzerland, issuing a 
SFri50m seven-year private 
placement bearing a coupon o 
7% per cent and pri ced at 
100%. Union Bank of Switzer- 
land is lead manager. ; 

M ean while, interest rate jit- 
ters which sent the Tokyo 
stock exchange Index plunging 
by over 1,000 points apparently 
prompted a round of buying in 
the equity warrant market by 
funds and bazgain hunt- 
ers. Analysts at Cresvale 
Group estimate that equity 
warrant prices have fallen 
about- 10 per cent this week, 
but noted volatile trading in 
certain issues that sent prices 
up sharply during the London 
trading day yesterday.- - 
One new sterling deal 
emerged yesterday; a £83.4m 
Eurobond for British Telecom 
that is intended to be fungible 
with an existing issue, of 
which £300m will now be out- 
standing. The deal, lead man- 
aged by UBS Phillips and 
Drew, carries a coupon of 13% 
per cent and is priced at 100%, 
offering investors a. yield 88 
basis points over the UK Gov- 
ernment’s 10 per cent bonds 
due 1993. This is above the 78 
basis point spread available an 
tiie existing tranche. 


Eastern Europe financial refor 



By Stephen Fkffer, Euromarkets Correspondent 


COUNTRIES in eastern Europe should not 
delay introduction of reforms to their 
financial sectors, according to a study pub- 
lished this month by the Institute of Inter- 
national Finance, the Washington-based 
think tank whose membership mainly 
comprises international banks. 

It says that its eonctasfon, based on case 
studies of five countries, is contrary to the 
conventional wisdom of many develop- 
ment economists, including some at the 
World Bank and interna tional Monetary 
Fund. It also has implications far coun- 
tries in eastern Europe now undergoing 
economic reform. 

Many economists hold that financial sec- 
tor reform should be delayed until goods 
and labour markets have been liberalised. 
This is to avoid the harmful over-acQust- 
ment or overshooting of prices in the 
financial markets which they believe 
arises because these markets respond 
more quickly than others. It may also 
exaggerate capital outflows. 

The IIF concludes the opposite. It says 
that those involved in these Issues believe 
t ha *, given the political constraints and 
vested interests opposing change, any 
opportunity to implement desirable 


reforms should be seized. 

It says that in eastern Europe the move 
towards more market-oriented economies 
"wfflrequhs that major efforts be made to 
strengthen grossly underdeveloped finan- 
cial systems at an early stage;" In Poland^ 
for instance, savers need to be offered 
financial assets winch have some prospect 
of retaining their real value. 

Structural reforms will also have bud- 
getary costs and will require ways of fin- 
ancing borrowing requirements in a non- 
inQatkmaiy way. 

The financial marke ts provide an alter - 
native to bureaucracy, or nomenJdaiura. in 
malting critical investment ripciginna. 
Delay in developing tiwm will undermine 
re fo rm by entrenching the nomenklatura, 
the survey says. 

Also, markets can minimise file unde- 
sirable consequences of other refor m mea- 
sures — . for example, by providing the 
tools to combat inflation — and create the 
conditions necessary to effect other 
reforms, such as privatisations. 

Its study of five countries - New Zea- 
land, Malaysia, Tunisia, Greece and Chile 
— it to other conclusions. 

• It is essential for tire central ban k to 


have the freedom to pursue an indepen- 
dent monetary policy and not be responsi- 
ble foe flnandng the government deficit 
• There are benefits to lifting excessive 
constraints on banks - such as interest 
rate ceilings - developing short-term 
interbank and money markets and tolerat- 
ing a liberal environment for foreign 


But problem banks should be allowed to 
foil, since if the discipline of failure is mot 
introduced, it can cause difficulties to 
accumulate until they become a systemic 
problem. Chile’s banking crisis in 198283 
highlights the importance of effective 
bank supervision. 

It was largely the experience of Sooth 
American states such as Chile which 
encouraged .the view that the financial sec- 
tar should be reformed last Chile’s finan- 
cial reform was viewed in same quarters 
as excessive or carried out too early, but 
the study says the problem was that 
reform was partial and in same respects 
poorly executed. 

“The root cause of thp crisis was a tenta- 
tive and poorly designed approach to disin- ( 
flatten rather than excessive liberalise- L 
Hon," it adds. . '.I 


First Taiwanese 
convertible bond 
issue approved 

TAIWAN’S Securities and 
Exchange Commission has 
approved the Issuance of 
qtfltt In convertible bonds 
by Far Eastern Textile, - a 
leading textile manufac- 
turer on the island, AP 
reports. 

■ The issue la the country's 
-first ' In convertible bonds. 
They will have a five-year 
ma t u ri ty and carry an annual 
interest rate of 435 per cent. 
Bond holders will be allowed 
to convert the bonds into Far 
Eastern Textile shares after 
six months.. 

Taiwan International Securi- 
ties, an und er wr ite r for Far 
Eastern convertible bonds, 
said Hie issue would probably 
begin in Hay. 

In January 1988 the Taiwan 
SEC allowed Yuen Feting Ye 
Paper Manufact u ri ng to issue 
file Maud's first exchangeable 
bonds. In that case, bond tedd- 
ers could convert the bonds 
Into' Chung Hwa Pulp shares. 
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— , — — — Jun« 4 Black* Late, BougaluviHa. Put 

For. rate Indlcettona aee end of and call in BrfHah A Co mm o n - 
London S^are Service — 


• First Dealings 

• Last Dealings 

• Last Declarations 

• For settlement 


LONDON TRADm OPTIQNS 


TURNOVER WAS ""-boosted to 
almost double recent towels yes- 
terday by the expiry of February 
stock options, while a partial 
recovery in the London stockmar- 
fcet after Tokyo’s sharp tail tad to 
a busy session in the FT-SE 100 
Index. 

Total market volume stood at 
48,700 contracts, compered with 
27,094 on Tuesday. Yesterday’s 
total was made up at 24,481 calls 
and 24,219 puts. 

The bulk of the day's trades 
comprised the dosing of expiring 
February positions. But one 
dealer said that apart from Han- 
son, there had not been much 
evidence of ‘investors 

caus wn 

Apr M 0d Are ~M M 


railing, their expiring postkxttr for- 
ward. 

The busiest contract was the 
FT-SE '100 Index option, which 
traded 12,959 tote, of which 2,627 
were calls and 10,332 were puts. 
The most widely traded series 
■was the March 2^50 put. which 
accounted for 3,020 lota. The 
losses In Tokyo tad to worries 
that world stockmarkets could 
dome under pressure. 

The early decline in London 
prompted investors to buy puts 
and sell calls. A popular contract 
was tbe March 2^60 put, which 
was actively purchased during 
the morning. Options dealers had 
one eye on the - futures market. 
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wtiera the Manoh/FT-^SE contract 
dipped to a S -point discount 
below the cash Index. - 

But the futures market changed 
direction during the afternoon, as 
tears of an early sharp decline on 
Wall Street proved unfounded. 
The futures moved to a 9-point 
premrum over the cash Index, 
which sparked off buying of FT-SE 
calls. Among the stock options, 
Hanson was the most popular, 
trading 4,385 contracts, which 
was divided, between 3^21 calls 
and 1,104 puts. 

British Telecom was also 
boosted by the expiry of February 
options. A total of 2,362 contracts 
traded, 
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Ricardo and SAC Inti 
propose £ 50 m merger 


By David Own 


RICARDO GROUP, the 
Sussex-based engines and 
transmissions designer, is to 
merge with SAC International 
in an all-share bann«*in« that 
values the Bristol-based engi- 
neering services group at 
£23-9m. 

The deal will create the UK’s 
largest engineering design 
company, in all, combined 
group win have a turnover d 
more than flflftm wMrh »t capi- 
talisation of about £50m *rM 
will employ wom e 1^00 engi- 
neers. 

The groups explained the 
move in terms of a response to 
dw continuing rationalisation 
of manufacturers into groups 
covering a range of product 
areas and operating on a 
worldwide footing^ 

“The key to growth and suc- 
cess in the 1990s will be the 
ability to provide a complete 
range of engineering solutions 
ami services to clients over the 
entire scope of their operations 


on a global basis?, they 
said. ’ 

Ricardo - which last year 
fought off a £23m takeover bid 
from First Technology, the car 
sensors and safety equipment 
group - specialises m petrol 

find tUftwfl pn gftnaa qn(I related 

SAC, which made pre-tax 
profits of £3.07m cm turnover of 
£4A3m in the year to August 
31, 1989 provides engineering 
and technological services to 
the aerospace, nuclear, 
defence, jpower generation and 
process engineering 

Under the terms of the trana- 
aetto n, Ri cardo is offering 82 
new ordinary shares for every 
100 shares of SAC. Based on 
Tuesday’s 143p Ricardo closing 
price, this is equivalent to 
117.3p per SAC share. 

Irrevocable undertakings to 
accept the offer have already 
been received in respect of 45J) 
per cent of SAC shares. 2n addi- 


tion, Framlington Group has 
indicated that it intends to 
accept in respect of client hold- 
ings totalling a further 10.7 per 
cent, Ricardo said. 

Assuming full acceptance, 
existing SAC shareholders will 
hold some 53.4 per cent of 
Ricardo’s enlarged issued 
share capital. The merged 
group will. In due course, be 
renamed SAC-Ricardo. 

Ricardo also chose yesterday 
to on veil a 84 per cent 
improvement in pre-tax profits 
for the six months to December 
3L 

In the latest period, the 
group reported profits of 
£L49m oh £9.05m of turnover, 
against ci-iim on turnover of 
£7.lm in 1988. 

Earnings per share were 
7.25p &5p). The interim divi- 
dend is being raised to 1.9p 

0-35P). ^ 

In yesterday's trading, 
Ricardo shares were down Sp 
at 140p. SAC fell 4p to 113p. 


Lasmo to 
sell North 
Sea pack of 
Interests 


By Steven Buffer 
LASMO, the independent oil 


company, has put up for sale a 
package of North Sea assets 


CRT in £2.5m 

recruitment 

acquisition 


Young Group spends 
£2.4m in Australia 


CRT Group, formerly R 
Smallshaw (Knitwear), has 
conditionally agreed to acquire 
Software Personnel, a com- 
puter recruitment business. 

The HBBrfnum tntHn i consid- 
eration is £2L5m. This wm he 
satisfied by up to £434969 in 
cash and £558,750 in loan notes, 
with the balance in new ordi- 
nary shares at 66p. 

A deferred p ay me n t of tip to 
£2.79m is also payable in 1994 if 
pre-tax profits exceed certain 
targets. 

CRT’s directors said the 
acquisition represented the 
company’s first step in fillfin- 
ing its strategy of expanding in 
the fields? of consultancy, 
recruitment nwH t raining 

Following the purchase it 
would be possible to expand 
Software Personnel’s business 

geographically and tor ftbs 
filer acquisitions, they sahL 


By Clare Pearson 


BUSINESS 

SOFTWARE 


TOUNG GROUP, the 
USM-quoted priv a te coal pro- 
ducer based in County Dur- 
ham, yesterday announced it 
had agreed to buy from a num- 
ber of private Australian com- . 
panlee a 419 per state In 
Australian Mining Invest- 
ments, a publicly-quoted com- 
pany, for Af&5m (£2Am). 

The purchase is to be 
flwmnwt chiefly by a tsm plac- 
ing of ordinary shares at 17Dp 
underwritten by IEP Securi- 
ties, part of Sir Ron Brieriey’s 
group of companies and 
Young’s 17.7 per cent share- 
holder. 

Mr Robert Young, chairman, 
said the purchase was part of a 
plan to buy coal wrinfog inter- 
ests abroad “at a time of uncer- 
tainty for private coal produc- 
ers in Britain”, where the 
market continued to be domi- 
rtitri by P rhioh Coal «wH the 
electricity supply industry. 

The principal operations of 
Australian Mining investments 
are imder gnmn d but ft Mu an 
opencast operation in New ■ 
Sooth Wales. 


. The company, hit by weak 
international prices and an 
unfavourable exchange rate, 
made operating losses of 
Af3.79m in the year to end- 
June 1989. 

But it returned to profits in 
the second six months and 
paid a dividend of L5 cents. 
Principal Australian exporters 
have since announced a 5 per 
cent increase in prices far con- 
tracted sales to Japanese cos- 
tamers, effective from April L 

Under file terms of the plac- 
ing, PEP ’S balding In Young 
will be Increased to a mini- 
mum of 2L3 per cent and a 
maximum of 2&9 per cent 

Mr Young recently hit out at 
flu* “unfair treatment” of pri- 
vate coal producers under an 
agreement between British 
coal and the electricity suppli- 
ers in the run up to the latter’s 
privatisation. He said that fal- 
lowing the comchishm of these 
arrangements the electricity 
supply industry had been 
reluctant to negotiate on the 
same terms with private opera- 
tors. 


package of North Sea assets 
that include interests in 22 

Mr Joe Darby, executive 
di airman, described the sale 
as a “tidying-up exercise*, 
after last years acquisition of 
Thomson North Sea. The sale 
includes interests in the 
Audrey gas field, currently 
producing, as well as interests 
in the “J-block”, operated by 
Phillips, which is likely to be 
developed. 

The package of assets was 
thought to be worth between 
860m and 880m C£35m-£46.6m). 

Mr Martin Lovegrove, of 
James Capel, which Is han- 
dling the sale, described the 
assets as a “starter pack*. 

“It Is mainly of interest to 
companies starting up or try- 
ing to reach critical mass in 
the North Sea,” he said. 

This year Lasmo is planning 
to spend £25m on 30 explora- 
tion and appraisal wells, and 
£100m on developments at the 
Piper, Saltire and T-block 
fields. 

The assets safe Is part of a 
trend in which oil companies 
acquiring large packages of 
North Sea assets have sold off 
assets thought not to be criti- 
cal to company strategy. Most 
sales, however, have been 

ran ch lai yr than the TjumtQ 

offering, which is likely to 
attract the interest of smaller 

Oil pwnpantwa 


Tate to build 
polydextrose 
plant in Toronto 

By Clay Harris 

Tate & Lyle, the sweeteners 


SHARE STAKES 


A selection of - 
software packages to.. 
. .suit.yQuLbusiiiess^ . 
needs appears every 
Saturday in 
the WEEKEND FT. 


Order your copy 
today. 


Cardiff Property: JR 
-Wallenberg, director, bought 
i.QOO ordinary at 388p each* 
holding now 144.000,(5.58 per 
cent). Barclays Bank acquired 
50,000 taking stake to 270,000 
(10.46 per cent). 

Danbury Group: Barry Hash 
acquired 380,000 shares 
through exercise of option at 
90p each: total holding 829,320 


. (8.15 per cent). Michael Carr 
-^scM 380JM0 (3.73 pa cent). 
Hawfin: Chanffenrplante inter- 
ested in fen ordinary shares. 
Chaaffanrplan Is controlled by 
family of David Marshall, who 
also owns 31,000 and combined 
stake is some 5.05 per cent 
Leigh I nt erests: Maag Finanz 
has 1.84m shares (5.12 per 
cent). 


for the production of polydex- 
trose, a low-calorie bulking 
agent used in frouen desserts, 
sauces and toppings. 

The faculty. - only the sec- 
ond in the world to make poly- 
dextrose - will be located in 
Toronto. Initially, the main 
markets will be Pacific Mm 
countries and Europe. 

Staley, Tate’s corn sweet- 
ener and starch subsidiary, 
camwt sell polydextrose to US 
food manufacturers until 1992, 
when tiie key patent held by 
Pfizer, the US drugs and chem- 
heals group,: expires. 

Polydextrose, produced from 
dextrose, sorbitol and citric 
arid, contains about one calo- 
rie per gramme, against four 
for sugar. Several thousand 
tonnes will be made at the 
Taranto plant, which is expec- 
ted to come on stream by the 
end of 1990. Staley plans to 
build a US plant in 1992 and to 
follow it shortly afterwards 
with one In Europe. 
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Royal Dutch/Shell 
rises 17% to £892m 


in fourth quarter 


By David Thomas, Resources Editor 


HIGHER OIL prices 
underpinned the 17 per cent 
jump to £892m reported yester- 
day in the Royal Dutch /Shell 
group's fourth quarter poet-tax 
earnings on a current cost 

Fra- 1968 as a whole, earnings 
rose by 13 pa cent to £3J>8bn 
and the return on capital 
employed increased from 11.5 
pa cent to 13.7 per cent 

The advance was even more 
pronounced an a historic cost 
basis, which includes gains in 
stock values: fourth quarter 
net eaminga Increased 45 pa 
cent to £LQ2bn, white foll-year 
earnings advanced 34 pa cent 
to £3.95bn. 

The results were generally at 
the top end of analysts’ expec- 
tations, but Shell's share price 
in London moved down with 


the market by to to 470p. 

Shell Transport & Trading 
increased its payments for the 
full year by 8^ per cent to 
18.4p with a proposed final div- 
idend of 10.7p. Royal Dutch 
Petroleum lifted its total for 
the yea 7.7 pa cent to FI 7.65, 
with a FI 4.4 final 

Knming H per share were 4to 
(32.4p) for Shelland FI 1548 (FL 
12J35) for Royal Dutch over the- 
yea. 

Sir Peter Holmes, chairman 
of Shell Transport & Trading, 


stressed his determination to 

maintain the group’s mn mem. 

turn: “Our return on capital 
was 13.7 pa cent fins yea. It’s 
got to get higher than that in 
the era of high interest rates, 
it’s not a particularly spectacu- 
lar return.” 

Sales for the year increased 
16 per cent to £64.78tm. Shell’s 
full-year results were boosted 
by £267m gain* (£204m losses) 
from property safes and tax 
credits and also by ciim cur- 
rency gains (£132m losses). 

Full-year earnings from 
exploration and production 
rose to £1.22bn (£1.07bn). Shell 
predicted a continuing h Mwwiw 
in crude production. 

Sir Peter pointed to the 
potential of Shell’s gas busi- 
ness, where sales increased by 
6 pa cent “Gas is quite the 
growth area of the future 
partly because of environmen- 
tal pressures. Only 13 per cent 
of all gas produced crosses 
frontiers. We are the biggest 
gas company in the world." 

Earnings from manufactur- 
ing, marine and marketing 
advanced to £L42bn (£L12bn), 
although this fell back on a 
current cost basis to £L05bn 

(£i.33bn>. 

Shell stressed the prospect 
for increasing sales in 
unleaded gasolines, where it 


Texas Homecare agrees 
deal with Retail Corp 


By Maggie Urry 


TEXAS HOMECARE, the 
do-it-yourself chain owned by 
Ladbroke, the leisure group, 
has agreed that the Retail Cor- 
poration, which operates Gar- 
denstore, the garden centre 
chain , will rtm the garden cen- 
tres in 12 of the Texas shops. 

If the deal proves a success 
Gardenstore could take on 
more of the Texas garden cen- 
tres. 

Texas, which has 215 super- 
stores of which more than 150 
have a garden centre, aald the 
deal would aid the marketing 
and branding of its garden cen- 
tres. 

Texas and Retail Corpora- 
tion will run them on a joint 
venture, haute sharing the turn- 


over. The first store will be 
converted by Easter. 

Gardenstore, which opened 
its first store in March 1989, 
now has 13 stores and riahna 
to be the second largest in the 
£2bn a year gardening retail 
market. 

It plans to have 18 outlets by 
Easter, the crucial start to the 
summer season. The Texas 
Gardenstores will be much 
smaller than the usual Garden- 
store sites. 

Retail Corporation was 
founded by Mr Malcolm Par- 
kinson and Mr John Kennedy, ! 
each from B&Q, the DIY chain 
owned by Kingfisher. It has 
backing from Globe, Ensign 
Trust and 3L 


Mcleod Russel stake sold 


.By Vanessa Houldsr 


MCLEOD RUSSEL Holdings, 
the investment holding com- 
pany, yesterday announced 
that the Guthrie family, who 
were long-standing sharehold- 
ers, had sold their 43A per cent 
stake in the business and that 
Mr John Guthrie had resigned 
as a nonexecutive directa. 

In the past two years, the 


company has moved sharply 
away from overseas planta- 
tions towards UK-based busi- 
nesses such as surface coatings 
and wood finishings. 

The 19.8m shares were 
placed with Institutions by 
-Warburg Securities at lisp per 
share. Mcleod Russel's share 
price fell from 132p to 123p. 
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EUROPEAN HIGH. TECHNOLOGY 

The Financial Times proposes to publish a Survey on the above on 


20th Mon* 1990 


Fa a full editorial synopsis and advertisement details, please contact: 
Meyiicfc S immowte 
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Sr Peter: Gas is quite the growth area partly because of environ- 
mental pressures. We are the biggest gas company in the world 


claims to be the world leader. Shell's coal earnings bene- 


Chemicals earnings declined fited from firmer prices for 
to £971m (£1.018bn). Higher internationally traded steam 


feedstock and taxation rates 
outside the US were among the 


coal, advancing to £76m 
(£40m). Metals earnings also 


explana t i on s: “We don’t expect increased - to £168m (£l09m). 


to see £lbn (of profits) every 
yea from the chemicals divi- 
sion,” Sir Peter said. 


thanks mainly to Shell's alu- 
minium and gold interests. 

See Lex 


DIVIDENDS ANNOUNCED 



Current 

payment 

Data of 
payment 

Corres - 
ponding 
dividend 

Total 

for 

year 

Total 

last 

year 

Antagh 

_lnt 

1-25+ 

Apr 12 

1 

- 

4 

ArncflHe Htdgs fin 

4.5 

- 

4 

6.75 

6 

BCE Holdings § _ 

_int 

nil 

- 

0.4 

. 

0.4 

Havalock Europa .._ Jnt 

nil 

- 

2.6 


3.6 

Paragon Comma int 

3^ 

- 

2J2 

4.4 

3.3 

Provident Rn 

_fln 

13.5 

Apr 28 

12 

20-5 

18 

Mcardo Group 

int 

1.9 

- 

1.35 

- 

5 • 

Royal Dutch — 

—fin 

4.4J 

- 

4.1 

7.65 

7.1 

Second Market In. 

—fin 

0.33 

- 

0.33 

0-33 

0.33 

Shell Trans 

_fln 

10.7 

- 

9.83 

18.4 

17 


_fln 

1^ 

- 

1.25 

1.5 

1.25 

Yorks Chemicals fin 

8.5 

Apr 12 

7 

12 

10 


Dividends shown pence per share net except where otherwise stated. 
*Equlvalent after allowing tor scrip issue. lOn capital Increased by 
rights and/or acquisition issues. §USM stock. SSUnquoted stock. ♦Third 
market. ^Irish currency throughout {Dutch currency throughout +Seo- 
ond Interim in lieu of final 


BOARD MEETINGS 


Dm Mavrina conq » nl — taw notffM dMM 
d bawd mta rin gt h> ito Stock Exctans*. 
Such wBn pu arc usually taid for Ita pur- 
pau of camklaiinB (Dvktands. OSlcM tndtoa- 
tfow we net aotable aa to wtattar Ita 
WvWanda are Intartma or ftnata and Ita aul»- 
dMatona ahown takmr a ra taaad mainly on 
laat y ar’a Mm atofalaa. 

TODAY 

■Martin- Sinclair Qofatamth HoUnoa 
Finals- Engl Mi & Overseas Properties. Impe- 
rial Chemic a l IndtaMaa, Lanca s hire & Lon- 
don Imeatmant Trust. Mid la n d Santo Natl 
American Gas Inwaatmant Trust, nscord 


Hoktaga. St David's tovesunem Trust. Van 
toaeSecurttaa. 

nmMMW 


Alpha Eaxatoo _ 

Pin ■!» 

AMS IndusJrtso . 


AMS toduantaa Fata, as 

BeMO — Feta. 27 

fMHVnwOawM Mar. 8 

DjHto Mar. IS 

MIL In at i u ni ai ri B Mar. 8 

M antami Wtm| toyam Hrt. Mar. 22 

Ttarar Kensdey A Fata. 28 


To Advertise 
PROPERTY TO RENT 


Furnished lettings Company and 
Embassy Lets 
Long and Short Term 
All appear in the FT every 

Monday and Saturday 

Further details from Richard Wellington , 
TELEPHONE 01-873 3307 
FAX 01-873 3064 


MAJOR INTERNATIONAL 


; LcTcTTTsITJ^ 


seeks acquisition of 

UK. LEASE PORTFOLIOS 


Size £5 million to £100+ mil li on 
Asset unit values £5,000 to £200,000 
Most industry sectors acceptable 
Specialised portfolios preferred 
Continuing funding programmes possible 
Sales-aid/Back-Room support available 
Replies assured to all enquiries 


Please reply to Box Number T6785 


FINANCIAL ^ TIMES 
One Southwark Bridge 
London SE19HL 


on 01-873 


JVM INCOME & GROWTH FUND 
Soci6t£ dTnvestissement k Capital Variable 
2, boulenud Royal — L-2953 Luxembourg 
R.C Luxembourg B 234 10 


NOTICE 

is hereby given that an extraraxlmary general meeting of sharebokiera will 
be held at the registered office at Luxembourg on Match 2, 1990 at II JO 
fl-m- in order to resolve about the following amendment to the Articles of 
Incorporation. 

AGENDA 

Amendment of Article 2 of the Articles of Incorporation to read as follows: 
-The Corporation is established for a period of ten years from the date 
hereof. The life of the Corporation may be extended successively, or the 
Corporation may be dissolved prior to the end of its life, by a resolution of 
the shareholders adopted in the manner required fra amendment of these 
Articles of Incorporation. The Corporation may enter into agreements 
extending beyond its life." 

The shareholders are advised that a quorum of one half of the shares out- 
standing is required tor the bolding of the meeting and resolutions must 
be passed by an affirmative vote of two thirds of the shares present or 
represented at snnfa meeting. 

In order to take part at the meeting of March 2, 1990 the owners of bearer 
shares wflj have to deposit their shares Gve clear days before the meeting 
with the following tank who is authorized to receive the shares on 
deposit: Banque Internationale a Luxembourg. Societe Anonyme, 
2, boulevard Royal, L-2953 Luxembourg, 

The Board of Directors 
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FINANCIAL TIMES CONFERENCES 

THE LONDON 
H0T0R 

CONFERENCE 

5 March, 1990 
Royal Lancaster Hotel 
London 

The financial Times London Motor 
Conference, timed to coincide with t he 
Autopartac '90 Exhibition, has attracted 
distinguished figures from the industry to 
discuss the challenges facing vehicle and 
components manufacturers, suppliers, 
distributors and retailers as the Single 
European Market approaches. 

Speakers taking part are: - 

Mr Louis E LataSf 

President 

Ford of Europe Incorporated 

Dr-lng Hansjorg Manger 

Member of the Board of Management 
Robert Bosch GmbH 

Mr Osamu lida 

Managing Director 

Honda Motor Europe Ltd 

Professor Dr Vfelter Kunerth 

Group Director 
Automotive Systems Group 
Siemens AG 

Mr Tom Farmer 

Chairman & Chief Executive 
ttfvft-Fft Holdings PLC 

Dr John Woimald 

Principal 

Booz-Allen & Hamilton International (UK) Ltd 

Mr Richard Martin 

Chief Executive 

Mann Egerton & Company Ltd 

Mr Peter J Edge 

Director 

Partco Group Ltd 

A limited amount of exhibition space is available, for 
further information please contact Fenny Ryan. 



For information please return this advertisement, 
together with your busness card, to: 

Financial Times 
Conference Organisation 

l26Jemtyn Street. London SW1Y4UJ * 

A/tamattvefy, . 

telephone: 01-925 2323 

telex 27347 FTCONF G Fax: 01-925 2125 


UK COMPANY NEWS 


Shandwick bids £9m for Paragon 


By Clare Pearson 

Tire latest development an the 
changing UK public relations 
scene is an agreed takeover 
offer by Shandwick, the acquis- 
itive international public rela- 
tions group, for its much 
smaller UK counterpart. Para- 
gon Communications. 

Paragon's shares leapt 30p to 
I58p on the news of the shares 
offer. At Shandwick’s dosing 
price yesterday of 132p, down 
6p, this valued each Paragon 
share at 165p and the whole 
company at about £9-32m. 

Directors speaking for 41.2 
per cent erf Paragon are accept- 
ing the share offer and irrevo- 
cable undertakings to accept 
have also been obtained in 
respect of a further LL2 per 
cent. 

The share offer is on a five- 
forfoor basis; there wOl also 
be a partial cash alternative of 
162£p per share and a partial 
loan note alternative. 

Paragon also yesterday 
annooced results for the year 
to mid December: Pre-tax prof- 
its were up 36 per cent at 
£l.33m on sales of £12 .3 4m 
(£8.49m). A second interim divi- 
dend of 3p is proposed, follow- 
ing the earlier L4p payment 

Paragon, which floated at 
80p per share in December 
1087, has six UK operations, 
three of which are in London, 
serving nearly 150 client 
accounts. 

The bulk of its business is fn 
consumer, corporate and busi- 
ness-to-business PR. It has a 
small financial operation 
which last year increased its 
profits contribution to about 


RECENT MOVES IN THE UK PUBLIC RELATIONS SECTOR 


February 1990 

■ VPX the financial and 
corporate communications 
group, issues profits warning 
on first half after, last month 
announcing pre-tax profits 
down from £14Jm to £&5m in 
the year to end-September, 
Cites poor US conditions. 

■ Bonlet Dro Dupoy Petit, the 
French advertising agency, 
pays 42J>p per share lor 293 
per cent of Broad Street, the 
USM-quoted group with a 
financial PR bias. Mr James 
Gulliver steps down as Broad 
Street's 


January 1090 

■ Streets, the financial PR sub* 
sidiary of Addison Consul- 
tancy, sold for £im to Thomas 
Kleyn International, the larg- 
est Dutch corporate communi- 
cations group, The manage- 
ment boy-out at Streets fell 
through last year. 



John Gammer, 
Shandwick 


1989 

■ Charles Barker (now BNB 
Resources), the agency group. 
Mils its public relations busi- 
nesses for £9m to Corporate 

CnwmimiraHnnB, which OVDS 

City & Commercial, the finan- 
cial PR company. 


■ Management buys, for 
£7-firo. the public relations 
business of Lowe Howards 
Spink & BeB, the advertising 
company now known as Lowe 
Group. Mr Thn BeB becomes 
file biggest shareholder in the 
new company, Lowe Bell Com- 
munications. 

Kay 1989 

■ Shareholders in Ketson. tire 
PR and marketing group, back 
a refinancing plan rather than 
the hostile consortium bid 
from City & Westminster 
Financial, the investment 
group. Broad Street, and Sum- 
mer Tntnrf pti pnfli , the training 
and education group. 


February 1989 

p Shandwick makes the big- 
gest move into US with the 
purchase of Chicago- based 
GoliayHarris C »m«;tni<r»itwvnit 
PE from Foote Cone & Belding, 
tire US advertising group. 


£35,000. Earnings pear share last 
year were 153p (lL3p) 

UK-based Shandwick ranks 
among the biggest PR a ge ncies 
in the world with 100 offices In 
18 countries. The attractions of 
Paragon to it are two-fold. 

First, Paragon’s regional 
offices in Manchester, Leeds 
and Bristol will supplement 
Shandwick’s own in Birming- 
ham, Manchester and Scotland. 


Second, it intends to develop 
fate Paragon name as a second 
string In its international 
development. Mr Hlngston will 
continue as rftforf ex e cu ti ve. 

Shandwick reported pre-tax 
profits of £143m, up from 
£8£Un, in the year to eudJnly 
1989. 

More recently, however, it 
jyia sWfted its focus to tire UK 
and Europe. Last November, it 


announced agreement to buy 
Nationwide Public Relations, 
the holding company of PR 
Consultants (Scotland). Last 
month it said it was making 
.two two further moves into 
Europe: the purchases of a 
Hamburg-based PR business 
for a maxim um of £3m, and of 
an Tfaiwn pnhlfc af fair s consul- 
tancy for a maximum of 
£3 34m. 


BCE £1.16m 
midway loss 

BCE Holdings, a manufacturer 
of snooker and pool equipment, 
ran up a loss of £lJ6m pretax 
for the six months e nded Sep- 
tember 30 and is pairing the 
interim dividend - 0.4p was 
paid previously. 

The USM company returned 
profits of £93300 for the open- 
ing half of the previous year 
but fell £448,000 into tire red in 
the second six months. The 
final dividend was omitted. 

The directors blamed the 
poor- results on a continued 
decline for billiard and pool 
products throughout the world, 
continuing pressure on mar- 
gins, increased interest rates in 
the UK and losses in the com- 
pany's overseas offshoots. 

First half turnover declined 
from £63601 to £4390. 


Ardagh profits expand 
by 41% to near I£2m 


TAXABLE profits at Ardagh, 
the Dublin-based company 
which has just Chang ed its 
name from Irish Glass, 
increased 41 par cent from 
l£137m to I£l33m, or £L78m 
sterling; in the 26 weeks to 
December 26. 

Turnover, said Mr Ian Morri- 
son, chair man, wa« ahead of 
budget and 12 per cent up on 
last time - tram I£15.08m to 
Kl634m. This was a reflection 
erf the fme weather of the sum- 
mer. However he added that 
the inherent loss of production 
during a furnace rebuild in 
January, and other cost fee- 
tors, indicated that it was 
unlikely that the profit for the 
year would increase at the 


same rate as for the first half. 

Banting s through at 

9.02p (6.08p) per share and the 
in te ri m dividend is 25 per 
cent to L25p. 

The company changed its 
name in advance of its planned 
expansion by acquisition into 
areas other tiren glass contain- 
ers. The company lure expertise 
in the engineering sector and 
is also looking at the packag- 
ing and printing sector. 

Mr Morrison said that, 
although several opportunities 
had been examined, progress 
had been dower than expected 
— there frafl hpgn some diffi- 
culty finding a compatible 
business which fitted with 
Ardagh's investment criteria. 


Amdiffe 
ahead by 24% 

Arncliffe Holdings, -the 
Leeds-based property devel- 
oper and buiwing contractor, 
continued to progress through 
the second six months of 1989 
and for tire foil year raised Its 
taxable profits by 24 pec emit 
to £3.14m. 

T urn o v er rose from £ 12 -9 3m 
to £19.43m and earnings 
emerged at 40p (39 3p) after a 
hi gher tax of fl.14w 

(£540,000). A final dividend of 
4.5p makes a 6.75p (6p) 
toteL 

. The directors said that 
despite difficulties in the hous- 
ing market the company was 
experiencing a reasonably 
strong demand for residential 
properties while demand for 
commercial properties 
remained good. 


Are yon being astute enough 
in handling your money? 


Replacing the now outdated 2nd edition, this 
brand new edition of Alan Kelly ’s popular 
Financial Planning for the Individual is a vital 
read for all those who suspect they may not be 
using their hard-earned money to its 
maximum advantage - and an enlightening 
read for those who do think their money is 
working efficiently. 


Have you grasped 
the changes in 
pension legisla- 
tion and their 
implications for 
your own needs? 
Are you getting 
maximum value 
from PEPs and 
BESs? 

Are you prepared 


the financial scene and show you how to get . 
the most out of your money. 

You will benefit from information on: 
Investment planning • unit trusts and 
investment trusts ■ business expansion 
schemes • personal equity plans • pension 
arrangements • life assurance • tax planning 
• mortgages. 


FINANCIAL 
PLANNING 
FOR THE 
INDIVIDUAL 
by Alan Kelly 


3rd EDITION 


Plus anew chapter on the uses of 
trusts and an extended section 
on investment timing - when best to buy 
and sell shares. 

With a self diagnostic Personal 
Financial Planning Questionnaire and 
a ‘Dying Tidily Log’, this book 
contains everything you need to know 
in order to clearly and profitably plan • 
your finances. 


for the independent taxation for married 
couples in 1990? 

Have you planned correctly to account for the 
increase in top rate CGTandthe drop in top 
rate income tax? 

Brought bang up to date in the light of the 
changes in pension legislation, taxation and 
the Crash of 87, this invaluable book will guide 
you through the maze of 


The author Alan Kelly, is Partner in change 
of the National Personal Financial Planning 
Dept at Grant Thornton. The book is based 
on the successful course that the author directs 
for the Institute of Chartered Accountants in 
England and Wales and is published in 
association with them. 

PUBLISHED OCTOBER 1989. 



Or are you unwittingly 
losing money year by year? 


(A must for all professional 
advisers and individuals who 
wish to conduct their own 
affairs ... the format imposes a 
discipline on the subject which 
would he hard to beat.9 

. The Accountant 


ORDER FORM 


Pteaseretarn to: (Voider addnwaniriThe Marketing DepL„FT Business Information, 7tta Floor, 5&4>4 Broadway, LondonSWlH ODB. 
TfeL 01-799 2002. Ifelex: 927282. Please nokpaymeuttmtstaccop^aayorder.Bices indude postage and pecking. 


Please send me* 


Office 

Use 

Title 

Qty 

UK 

Price 

Overseas 

Price 

4820 

0268 

Financial Planning for 
the Individual 

ISBN 185334 033 2 


£1150 

£14.00 

US$24.00 


I 1*1 wish to order 5 or more copfes. 
Please send me details of bulk order 
di sc ou n ts or telep h one: . 


(BLOCK CAPITALS PLEASE) 
Mr/Mra/Miss 

T Me, 


Organisation. 


I endoae my cheque value £/US$ — made payable to 

FT Business Information. 

I wish to pay by credit card (nufccMcek Q Visa Q Access QAmex 

fnrriltfrtT Mill I Tl I I I I IJ I I Expiry date 


Address - 


TELEPHONE 
ORDERS 

01-7992274] 

Iwfth your charge/j 
credit card 


details 


Postcode. 


. Country. 


Signature. 


.Date. 


28 daya for delivery. Rnfunda are given on books returned in perfect co n di tion and within 7 dgys of recripL . 

Registered office Number One, Southmric Bridge, London SE19HL. Registered in E ngland No. 980S56 
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NEWS DIGEST 


Taveners 
recovers to 
£287,000 

TAVENERS, the 

Liverpool-based confectioner, 
showed a recovery last year 
with pre-tax pro fi t s rising to 
£287,000 in the year to Decem- 
ber 81 compared with £212,000 
in the preceding year and 
£279,000 for 1987 despite a vir- 
tual sta n dstill in turnover at 
£10.61in (£10.67m). 

Mr WH Tavener, the chair- 
man, said that bec aus e of the 
long hot summer, UK sales vol- 
ume was 7 per cent tower, but 
equalled the previous year’s 
value because of a move to 
Wghnr valued nmducts. 

After tax af^OOTCEULOOO) 
earnings per share emerged at 
9.4lp (65lp). The dividend goes 
up from L2Sp to L5p. 

Bank Lenmi UK 
shows sharp rise 

Rank Leumi UK, the London 
subsidiary of the Leomi Group- 
of Israel, reported a sharp rise 
in profits in the year ending 
December 3L The bank does 
not reveal pre-tax profits, but 
disclosed consolidated profits 
rose to £4m, against £2L6m to 
1988. 

Total assets were up from 
£373 .5m to £405 -2m, while 
shareholders funds increased 
fr o m £20.1m to £2S.lm. A final 
dividend of 10.5p 0-4p) was 
declared. 

Scottish Eastern net 
assets op 114% 

The Scottish Eastern 
Investment Trust has proposed 
a 2-for-i scrip issue to further 
increase the attraction of 


shares' to smaller to>Mers- 
Net asset Value uf the shares 
increased by 11.4 per cent, 
from 185.8p to 206.9p at the 
year ended January 31 1990. 

Gross revenue rose from 
£l63Sm to 21K31m and after 
tax of £3.13m (£2,62m), earn- 
ings came out at &65p (3.15p). 

The recommended final divi- 
dend of 2^5p makes a total for 

the year of 3* <3p). . . 


Property Company* 
falls Into the red 

Property Company of .London 
incurred a pre-tax loss of 
2816,000 to the first half of 1989. 
That compared with profits of 
£10,000 for the comparable 
period erf the previous year. 

However, after taking 
account of a profit of £2 -93 m 


arising from the disposal of 
nursing homes previously dis- 
closed as extraordinary, and 
now reclassified, pre-tax profits 
for the 12 months to end-De- 
cember worked through at 
£2J&zl 

The USM company, with 
Interests in leisure, tire envi- 
ronment and care for the aged, 
is paying a second interim divi- 
dend of L5p making 2p to date 
- for the year to December 31 
1988- shareholders received a 
total payment of 2.75p. 

Tuskar Resources 
suffers ££4m loss 

Tuskar Resources, the 
Dublin-based oil and gas 
explorer, incurred a pre-tax 
loss of I£4A9m (£3-79m) for tire 
she months ended September 30 
1989 after writing off fi£LS8m of 
exploration expenditure previ- 
ously deferred. 

Tuskar is a USM company 
but the directors announced to 
December that they would be 
seeking a hill listing for the 
shares. 


F & C PORTFOLIOS FUND. SICAV 
Registered Office; Luxembourg, 14, me Aldrmgan 
RjC. Luxembourg Section B no 25,570 
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Butler Cox expands 
into IT education 
with institute buy 


By Alan Cane 

CRANFIELD information 
T echnology Institute has 
been acquired by Butler Cox, 
the management consul- 
tancy, in a deal which opens 
new horizons in British man- 
agement education, 
cm is an educational 
establishment set up four 
years ago by Cranfleja Insti- 
tute of Technology with the 
backing of a group of major 
UK companies. 

. Butler Cox is paying an 
initial £75,000 in cash 
together with a further sum 
not exceeding - £900,000 
through a formula based on 
errrs after-tax profits for 
the next two years. Butler 
Cox will acquire CXTI’s 
name, its complement of 20 
professionals and support 
staff, its course materials, 
and equipment and the lease- 
hold of the institute's Milton 
Keynes premises, the work 
in nroeress and the order 


It is Butler Cox’ first 
acquisition since its full 
stock market listing in May 
last year. It says it will pay 
the faitial consideration, the 
future working capital 
requirements of CITI- — • 
which are likely to come to 
£300,000 in the first year - 
and any further consider- 
ation out of its existing cash 
resources. 

Cranfield Institute of Tech- 
nology is the UK's principal 
post-graduate technological 
university. CITI was estab- 
lished in 1986 on the initia- 
tive of the then vice-chancel- 
lor, Lord Cbllver, who raised 
some £2.1m from companies 
including British Gas, Brit- 
ish -Telecom: and British 
Petroleum. 

Lord culver's idea was to 
establish an institute to pro- 


vide high quality infonna-- 
tion technology (IT) educa- 
tion, drawing on the best of 


both the academic and indus- 
trial worlds. Failure to make 
the best possible use 'of IT to 
seen as a major weakness in 
the -management of most: 
companies in the UK and 
el sewh ere. 

Cm was set up as a com- 
mensal company; Pr Allan 


Fox, its principal and manag- 
ing director, had been 
involved in computing 
research and development — 
including a spell at the Royal 
Si gn als and Radar Establish- 
ment, Malvern - for more 
tfian 20 years before taking 
up the Cranfield post. 

Last year CITI ran about 10 
throe-day courses each 
month with an average of 20 
people on each, and was 
close to breaking even com- 
mercially. 

However, its management 
decided, that If it was 
to fulfil its potential and, in 
particular,' break into inter- 
national markets, it would 
have to become part , of 'a 
larger, commercial group. 

Butler Cox, which by repu- 
tation is one of Europe's best 
known IT consultancies, was 
its first choice, according to 
Dr Fox, 

Butler Cox' operates three 
principal business activities 
- conventional IT consul- 
tancy, and two syndicated 
research services, the Butler 
Cox Foundation and the Pro- 
ductivity Enhancement Pro- 
gramme (PEP). 

It reported pre-tax profits 
of £634,000 on sales of £4 .2m 
for the six months to the end 
of September. 

The Foundation - Pro- 
gramme, its most important 
research activity, has more 
than-400 corporate members, 
two thirds of them outside 
the UK. . 

Mr George Cox, managing 
director of Butler Gox, said 
this week that the company 
had been looking for a way 
into IT educ ation and the 
acquisition of CITI had been 
a perfect opportunity. 

Cm will retain its name 
and its Milton Keynes prem- 
- toes; , a forum -of representa- 
tives from the original share- 
holder organisations' will 
meet under the chairman- 
ship of Professor Frank Har- 
tley, Cranfield’s vice chan- 
cellor, to set the direction for 
the institute. 

It win continue to award 
master’s and doctor's 
degrees validated by Cran- 
field Institute. 


AttrUSIMENT OF CONVERSION PRICE 
NOTICE TO HOLPERS OF BONDS 
THE SATIAMA BANK. ITD. 

i 00,000,000 ^PERCENT 

CONVERTIBLE BONDSDUE 2002 


PnmsitttaCImeVCB), (Q and (E) of the That Bend btt wea o The S»toM 
ftipA . Ltd. toe “Ban^ and Moff^an QaaranCy That Company of New \lbrk. 
as (be Ulnae, dated Ah Max 1987, in oonaeGtiaa with tfie abarc-menbODcd 
BcQdc (the *^turDocd^), m henfar nocioa as fiaSo««: . 

J. (OTfanBaak fcm wade a potec oflfcring jn Japan of 4OflO0flm 
stans pf common aocfc of the Bank (dateoTisne: 21a Mnisqt 
1990 (Japan time)) n the bsae price of 1.GZ2 Japanese yen per 
dm whfcb Is less (iuui the canent marfeet price of L84QJ0 
Jmwn e sB yea cricBlatcd as pwivided in the That Deed. 

(3) And 4ho the Bank has made a public offering in Japan of 
c on at JU t tends (da tc of teue 20Uj fth nw r 1990 (Japan 
dnxto rn On cowmpSob Pdx qf Japaotx yen per share 
^adi h less don lbs enmnt markst pdee of 1£Q9jOO Japanese 
jbo catarfMBd as pimtiod to BjeThte Dood. 

Z. AflarrsnhafmchpohacofBrrtagsofcofivienfljiGbondsBndMw 
dams In Japan, tbs Cooverskw Price of tte atme-capdoocd . 
' Boodatt wfaldi AareserfoAimMU stock of the Bank antoaafale 
.. npon uMw atan of the Bands has been adjusted, psamanr to 
Coatfirkw S (Q Qv), (v) of dw Ttnm and Comfldops of die 
Bondi. fttM.UHMO Japnww W» Ja panese ya 

dftaric as of 21st Mnox 1990 (Japan time). 


The Saftama Ban3k» Ltd. 

Dated : 2?nd February, 1990 


PUBLIC WORKS LOAN BOARD RATES 


Over 1 up to 2 

Over 2 up to 3 

Over 3 up to 4 

Ownr 4 up to S 

Over 5 up to 6 

Over 6 up to 7, 


Over 7 up to 8 

Over 8 up to 9 

Over 9 up to 10 

Over 10 up to 15 — 
Over 15 up to 25 _ 
Over 25 





15ls 
15H 14V 
14^ 13% 

Uh 13^8 
13j 13$ 

13»a 12 % 

13 12< 

12^ 12*2 
12% 12% 
123( 121a 

12* 111* 
11^ 11 
111® 11% 

■Non-quola Joans B are 1 per cent Irigber in each case than non-quota 
loans A tEflual instalments of principal. It Repayment by half-yearly 
annuity (fixed equal half-yearly payments to include prindp^ and 
interest). 9 With ha»*eariy payments of interest only. 


DEATH ANNOUNCEMENT 

Will BAMBSCH - On 16 Feb, suddenly but peacefldy h 
Belgium, WILLI, aged 53 years. Much loved husbend of 
Rpso-Maita and lowing faltior of Camnlnq. AsWdond 
Fabterme. 

HevvSbescK3yrn)ssedt^hlBfaTTiBy,fHQnd9cvidhis 
coteagues in foe Bond Trade where he unloyod a succfissU 

Pxwoi Sendee lo be held, at St Andrews Church. Ochsenfort 

Germany on Friday 23rd Fefcxruary at 2pm. ^ 

Donations, If dewed, to Cancer Research^ 
to: 29 Cofswafe* Oase. KJnQston 



TIME TO 

CAL Futures Ltd 
Windsor House 


BUY 

50 Victoria Street 


GOLD? 

SW1HQNW 

Tel: 01-799 2233 

MEMBER AFBD 


Efts 01-799 1321 
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Trencherwood 


UK COMPANY NEWS 


to £8.7m 
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By Vaneama Moulder 

TRENCHERWOOD, the USM 
quoted property developer, yes- 
terday blamed the worst bous- 
ing market since 1974 for a fall 
in pre-tax profits from £13 .22m 
to £&73m tor the year to Octo- 
ber 3L 

The profits, which were 
scored on a turnover of 
£63 .03m (£51J>4m), were taken 
after an exceptional write-off of 
£4m reflecting a fall in land 
values. 

Looking ahead, the company 
warned that it was iiriHkeiy to 
exceed 1988-88's housing profits 
of £L7m (£10310) in the current 
year. Following the recent rise 
in mortgage rates, the short 
term prospect for housing was 
still one of "caution and uncer- 
tainty”. 

For the 1988-89 year net mar- 
gins halved, from 26 per cent to 
13 per cent, due principally to 
the drop in sale prices and the 
increase in interest charges. 

Mr Brian Eighteen, manag- 
ing director, said that sale 
prices fell by 15 per cent since 


Trenclierwood 

Share price (pence) 
400 



1989 90 


raid-1988, when double mort- 
gage relief was abolished and' 
interest rates began to rise 
steeply. 

Interest payable increased- 
from £1.1 Lm to £4.3901. At 
year-end gearing stood at 61 
per cent, up from 50 per cent 
the previous year. That fol- 


lowed an mom land sale of 106 
units and helped offset the 
shortfall in budgeted sales and 
the writedown of land. 

Sales in 1989 reached 401 
units which compared with a 
1968 total of 529 and budgeted 
sales of 675 units. Some 43 per 
cent of Bales were to the first- 
time buyers market. 

Trencherwood said it had 
closed its offices in the 
southern region and made 
administrative savings of 
£600,000. 

Profits from commercial 
interests more than doubted to 
£5.6m. The majority of the 
office apace under construction 
was in negotiation for letting 
and sale. • 

Net assets per share were 
£02. Earnings fell from 374)4p 
to 23.12p. A final dividend of 
3.63p (S.82p) makes an 
unchanged 5.13p total. 

• COMMENT 

The dismal nature of these 
results, vigorously underscored 


by the write-down of land val- 
ues, sent the shares tumbling 9 
per cent to 155p, which is less 
than half their value a year 
ago. But it is not entirety dear 
that the shares have yet hit 
rock bottom; sentiment may 
well get worse before it gets 
better. January’s recovery in 
the housing market is likely to 
be snuffed out by the latest 
round of mortgage increases 
and the dwindling confidence 
in the commercial property 
market could sabotage some of 
this year’s deals. That said, 
Trencherwood is in reasonable 
shape to weather the storm. It 
has cut costs, taken tight con- 
trol of work in progress and 
aims to reduce its gearing to 45 
per cent. And when interest 
rates do come down. Trencher- 
wood should be in a strong 
position to exploit its major 
land holdings in the M4 corri- 
dor. Assuming it makes pre-tax 
profits of £6m the shares are 
ou a p/e of 10 and a discount to 
assets of 19 per cent 


Havelock Europa making 
a strong profit recovery 


Stratagem extends its 
hostile bid for Colonnade 


HAVELOCK EUROPA. the 
store design and shopfitting 
group, returned pre-tax prof- 
its of £127,000 for the 
six months ended October 20 
1988. 

The company- reported 
profits of £ 1.39m for the 
opening half of the previous 
year, but plunged £1.34m 
into the red in the second 
six months of the 1988-89 
year. 

The directors said the first 
half result was encouraging 
when compared with the last 
full year profit figure of 
£52,000, down from 1987-88*8 
£4m. 

Activity at the three large 
plants continued to be strong 
and trading profit was 


described as "reasonable”. 
The group has changed its 
year-end and the preliminary 
results will cover an eight- 
month period to end-Decem- 
ber 1989. 

Mr Lewis Robertson, chair- 
man, said he was looking 
for a strong recovery in 
1990. . 

There is no interim divi- 
dend - shareholders 
received 2.6p last 
time. 

Turnover advanced to 
£25.Sm (£21. 35m). Interest 
charges accounted for 
£471,000 (£114,000) hilt tax 
was reduced from £486,000 to 
£44,000. 

Earnings emerged at 0.5p 
(&5p). 
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UK ECONOMIC INDICATORS 


ECONOMIC ACTIVITY- Indices of industrial production, manufacturing output 
(1966- 100); engineering orders (E billion); retail sales volume (1886- lOCfcretall 
sales value (1985— I00);ragls<ared unemployment (excluding school leavers) and 
unfilled vacancies (000s). All seasonally adjusted. 
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By Andrew Bolger 

STRATAGEM Grasp, the 
investment company, yester- 
day extended until Friday, 
March 9, its hostile 163p per 
share cash bid for Colonnade 
Development Capital, the small 
investment company. 

Colonnade has rejected the 
£8J24m offer as inadequate and 
said it was in talks with a 
number of parties which might 
lead to an offer appreciably in 
excess of Stratagem’s offer. 

Mr Bernard Kerrlson. chair- 
man of Stratagem, said his 
company now owned or had 
acceptances for the offer in 
respect of 51 per cent of Colon- 
nade’s shares. 

However, the Stock 
Exchange's committee ou quo- 
tations has decided that Strata- 
gem should not exercise voting 


rights in respect of 23 per cent 
of the equity until the pur- 
chase of such shares has been 
- approved by Stratagem share- 
holders. Accordingly the Take- 
over Panel has decided that 
these shares should not be 
counted towards the offer 
acceptance condition until the 
voting restriction has been 
lifted. 

An extraordinary general 
meeting of Stratagem share- 
holders will be held on Mon- 
day, March 5, to approve the 
purchase of the Colonnade 
shares. Mr Kerrison said that 
Irrevocable commitments to 
support the purchases had 
been received from sharehold- 
ers representing more than GO 
per cent of Stratagem’s share 
capitaL i 


Yorkshire Chemicals 
dispute limits rise 


Profits of Yorkshire Chemicals 
rose by £Llm to £9.6m pre-tax 
for the 1989 year with trading 
conditions becoming more 
favourable as the year prog- 
ressed. 

Mr Phillip Lowe, the chair- 
man, pointed out, however, 
that the figure would have 
been considerably greater but 
Tor- a four te en-week industrial 
dispute. 

The 13 per cent improvement 
in profits was achieved on the 
hack of a 19 per cent rise in 
turnover to £7Qm - overseas 
sales totalled £63.4m (£51. 08m). 

A sharply higher tax charge 
of £2J8m (£L95m) left eandngs 
marginally lower at 36.3p 
(3&5p). 

Mr Lowe said future levels of 
corporate tax were unlikely to 
restrict growth in earnings per 
share to the extent experienced 
during 1989. 

The dividend for the year is 


being lifted by 2p to 12p via a 
final of 8£p (7pX 
Looking ahead, Mr Lowe 
said the immediate outlook 
was good. He noted that world- 
wide demand for textile col- 
ours and nmriiiariM remained 
firm and that for leather treat- 
ment chemicals and speciali- 
ties was improving. 


Herrburger Brooks 

Herrburger Brooks, a 
manufacturer of piano actions, 
keyboards and hammers, 
incurred a loss of £52gB58 pre- 
tax for the six months to end- 
November compared with pre- 
vious profits of £11,720. 

The directors said high inter- 
est charges (they rose from 
£73347 to £100,854) coupled 
with reduced margins on piano 
actions contributed to the loss. 


Farmers 

attacks 

disposal 

proposal 

By NOdd TaU In Los 
Angeles 

FARMERS GROUP, the US 
insurance subsidiary of BAT 
Industries, has attacked the 
plans of Sir James Goldsmith’s 
Hoy lake consortium to sell it 
to Axa-Mldi Assurances of 
France as “extremely adverse” 
for policyholders. 

Axa wants to buy Fanners 
from Hoylake for $4.5bn if 
Hoylake makes a successful 
bid for BAT. 

However, Hoylake cannot 
launch a new offer for the 
tobacco-based conglomerate 
until insurance departments in 
nine separate states have 
approved Axa as a suitable 
potential owner of Farmers. 

Los Angeles-based Farmers 
started presenting its case for 
tbe first time to 
Officials from the CaUfamlan 
insurance department on Tuesr 
day. 

Mr Charles Shultz, senior 
vice president of finance, crit- 
icised sharply Axa’s funding 
plans for the acquisition - 
which involved a SL25bn ten- 
year term loan with the 1 
remaining money coming from 
the issue of two to 
three year loan notes - and 
certain tax Implications of the 
deal. 

Significant changes which 
Axa plans to make to Farmers' 
Investment portfolio In the 
light of the revised tax situa- 
tion were, he claimed, impru- 
dent, 

Mr Shnliz went on to assert 
that there would be no syner- 
gies or economies of scale 
resulting from Axa’s potential 
ownership. 

Asked by Department of 
Insurance officials how the 
potential Axa acquisition 
might diffar from BATs bid 
for Farmers in ZB88 - which 
Earners initially contested bnt 
eventually agreed to - Mr 
Shultz said that tluae was pre- 
viously, no requirement that 
any acquisition debt be placed 
on Farmers. 

The UK conglomerate had 
also offered to m«intaiii Farm- 
ers' current tax structure 
which bring s benefits to the 
reciprocal insurance 
exchanges which Fanners 
manages. “It was a large 

organisation which hail stud- 
ied the matter for months,” he 
commented. 

Earlier, Mr Shultz asked 
what the benefit of BATs own- 
ership bad been and suggested 
that the conglomerate’s owner- 
ship had brought a more disci- 
plined approach to co r po rate 

plntlHhlg . 

Mr ShuUz was followed by 
Farmer’s second witness. Hr 
John Gardiner, managing 
director of Insurance Insol- 
vency International of 
the UK. 

Mr Gardiner also empha- 
sised the scale of the acquisi- 
tion relative to Axa's 
Current size, ri aimin g ( )mf Hw 
French management would be 
“at full stretch” if It was 
allowed to proceed with the 


COMPANY NEWS IN BRIEF 


ASLEY HOLDINGS has 
acquired the Seafarer Interna- 
tional subsidiary of Standard 
Communicatio ns fo^ an initial 
£351,859 in cash on completion. 
The initial consideration repre- 
sents 95 per cent of Seafarer's 
net assets at end-1989. An 
adjustment may be made 
which could result in the par- 
tial' repayment to Arley of 
some of the consideration. Sea- 
farer, which makes marine 
navigation equipment, had 
sales of £L8m In 1989. It has 
traded at a loss in recent 
yearsHEAR BRAND Is chang- 
ing- its name and will, from 
February 19, be known as 
Courtwell Group. 

BULMER (HP) Holdings, the 
drinks . company, has 
announced plans to sell Dent & 
Reuss, its wines and spirits 
agency business. The move is 
part of its strategy of concen- 
trating cm its core businesses 
of elder, beer, soft drinks and 


CABRA ESTATES has sold 
EGC, the exhib ition construc- 
tion subsidiary, to the Melville 
Group fear £447,000 cash. 
BUKOMONET PUBLICATIONS 
executive director, Mr Nigel 
Bance, is to buy from Euromo- 
ney 25 per cent in the operat- 
ing company of Petroleum 
Economist, the energy indus- 
try magazine- Consideration is 
£254,474. On condition of cer- 
tain performance criteria, Mr 
Bance will also receive con- 
vertible shares, which will con- 
vert into a farther 24 per cent 
of PE’s ordinary shares. . 
FELTRIM MINING has made a 
reverse takeover for Connary 
on the basis of one Feltrim 
share for wi<ih share in Con- 


nary. FeUrim also Tntenrttt rais- 
ing IE468.000 (£436.000) via an 
offer of two new Feltrim ordi- 
nary at 32p each for every 
three ordinary held on Febru- 
ary 12. 

IEP FINANCE (Hong Kong): 
Offer for GPG . accepted in 
respect of 196.98m ordinary 
shares (60.87 per cent) includ- 
ing an acceptance from SBC 
Nominees In respect of 19&8Tm 
(60.83 per cent). The offer is 
therefore unconditional. IEP 
owns or has received, accep- 
tances for 198.13m ordinary 
(61-22 per cent). 

MACKAY (HUGH): Allied Tex- 
tile now owns or has received 
acceptances in respect of 5.15m 
ordinary (852 per cent). 
MELVILLE GROUP has 
acquired EGC, a subsidiary of 
Cabra Estates, for a cash con- 
sideration Of £447,000. 

MOLEX has entered into a 
50-50 joint venture with Lan 
Alin Industries, based in 
Taipei, Taiwan. The new joint 
venture company, named Mol- 
ex-AHn will take over the oper- 
ation of Lan Ali n Molex-Alin 
is one of the Far East’s largest 
maker of ««™i connectors. 
NICHOLS (JN) (Vimto) has 
acquired William Morgan 
(Bryn), a producer and distrib- 
ut or of s oft drinks, for £670,000 
OAKBXLL now owns 9.98m 
ordinary and persons acting in 
concert with Oakhill own 
1424m, together representing 
302 per cent. 

PACIFIC ASSETS TRUST 
announced that the open offer 
of 72m offer units, comprising 
one new ordinary and one-fifth 
of one new Series 1 Warrant, 
closed at 3pm on February 20. 
Applications were received in 
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respect of 2£59,755 offer units 
(39.7 per cent of tbe units avail- 
able). 

PARIBAS FRENCH Invest- 
ment Trust Earnings for 1989 
tip to l.llp (L05p) and dividend 
0.9p (0.8p). Total income 
£484,000 (£415.000). Net asset 
value 117.68p (7625p). 

PUL GROUP has sold the 
Stratford, London E15, freehold 
warehouse and offices of Alec 
Berman & Son, a wholly owned 
subsidiary, for £925,000. 
PROPERTY COMPANY of Lon- 
don has completed a placing of 
lm ordinary at 175p per share. 
This has raised a net £L58m. 
RANK ORGANISATION: In its 
recent rights issue, accep- 
tances have been received in 
respect of 96.07 per cent of the 
5483m new ordinary. 

SECOND MARKET INVEST- 
MENT: Net asset value at 
December 31 rose to 2842p 
(1652p) undiluted and to 279.5p 
(1762p) diluted. Pre-tax profits 
were £184,886 (£112,123) and 
earnings per share L04p (0.62p) 
after tax Of £87,937 (£56,157). 
The dividend is a mmw again 
02%>. 

SLL, on February 19, now 
owns, has conditionally agreed 
to acquire, or has received 
acceptances in respect of 
16.05m Saga Group shares 
(88.76 per cent). The offer 
remains conditional and has 
been extended to February 23. 
VENTERPOST: In its recent 
rights issue, acceptances have 
bee received in respect of 2.41m 
linked units (96.4 per cent) of 
the offe r. 

WHJTECROFT has bought HG 
Graham, a narrow fabrics pro- 
ducer based in Leeds and Edin- 
burgh, for £320,000 cash. 
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Traditional core activities lift 
Provident 12.6% to £31. 7m 


By David Barchard 

PROVIDENT FINANCIAL 
GROUP, the Bradford-based 
consumer finance lender, yes- 
terday announced an increase 
in pre-tax profits of 12.6 per 
cent In 1989. 

Profits for the year to 
December 31 were £31.7m up 
from £28. 15m a year earlier. 
There was an extraordinary 
profit after taxation of £13.69m 
from the sale of Whltegates, 
the estate agency r.hain, which 
Provident sold to Legal & Gen- 
eral last autumn. 

During the year a property 
revaluation revealed a surplus 
over book value of £7.7m. The 
net asset value of the Group 
rise by 38 per cent during the 
year to £118m. 

Pre-tax profits from personal 
finance were up £rom £25.4m to 
£29.7m, with turnover up from 
£176.9m to £228 2m, while 


insurance contributed £9 2m to 
profits (1988: £6. 5m) with turn- 
over up from £41m to 
£48-8m. 

However turnover of other 
activities was down from 
£13.3m a year ago to £9 2m, 
though Mentor Interactive 
Training cut its losses from 
gi.gm a year ago to £0.lm, with 
turnover growth up 35 per cent 
and Increased productivity. 

Earnings per share rose from 
37.19p to 42.76P and a final divi- 
dend of 13. 5p was proposed 
(1968: 12. Op) bringing the total 
dividend for the year to 202p 
from 18-Op a year ago. 

• COMMENT 

Fears that profits from the 
group would be £30m or lower 
this year have not been bom 
out. Provident Financial’s cus- 
tomer base is relatively shel- 


tered from the impact of high 
interest rates, so it is perhaps 
not surprising that the group 
has fallen back on its tradi- 
tional core activities, despite 
several years talk of diversifi- 
cation. The important point is 
surely that, mature or not. the 
core business has continued to 
grow with pleasing steadiness 
over the past twelve months. 
With its personal finance 
operations neatly regrouped 
into three businesses as 
opposed to the previous ten. 
Provident Financial has 
focused on the task of digest- 
ing the credit retailing acquisi- 
tions it made last year. The 
insurance subsidiaries also 
seem to be growing, though 
rapid expansion of its high 
street outlets last year dented 
the profits of Colonnade Insur- 
ance. 


Back-of-envelope valuation 
prompted CWG to buy shares 


By Clay Harris 

UTC SECURITIES, the 
stockbroker, told a prospective 
buyer of Dotnimon International 
Group shares an September 6 
last year that the finjmrial ser- 
vices and property company had 
a break-up value of 97p per 


The day after receiving the 
letter. City & Westminster 
Group bought lm Dominion 
shares through UTC at a total 
price of £575,000. A fortnight 
later, the shares were suspended 
at Sip. 

They are now worthless, 
airawriing to the administrators 
appointed in January to oversee 
Dominion's affairs. Ironically, 
ihis involves a.hreak-up of the 
group. 

- Mr Clive Mattock, head of 
UTC Securities and now execu- 
tive deputy chairman of its par- 
ent UTC Gkoup, delivered the 
firm's view of Dominion's 
break-up value in a letter to Mr 
Andrew Greys toke, CWG’s 

rharrman at the thrift 

The letter throws more light 
on Mir Greystoke's untimely 
decision to buy Dominion 
shares Mr Ivor Ggr ahfipM, his 
successor at CWG, is studying 
the dromnstances of the trans- 
action with a view to possible 
legal acHnn. 

“That letter was absolutely 
critical," Mr Greystoke said yes- 
terday. "Without that letter, 
there is no way we would have 
done the bargain. Even more 
importantly, the shares were 
paid for -- after suspension — 
on the basis of that docu- 
ment" 

At suspension, Mir Ckeystake 
said he had been assured that 
the halt in trading was only 
temporary. Ev en if the value of 
CWG’s stake dropped, he said 
he expected to be able to recoup 
the loss through fees In a 
restructuring of Dominion. 

Mr Mattock's letter said the 
break-up figm* was a “rough 
estimate", ignoring tax, hut it 
was accompanied by a two-page 



Max Lewinsohn, former 
deputy chairman of Jkmdnifm 
division-by-division review of 
Dominion. The report suggested 
that D ominio n had a break-up 
value In excess of £l00m, or 
£68m after taking into account 
group borrowings of £32m. 

Mr Mattock yesterday 
described the estimate as "a 
back-of-the-envelope thing that 
someone here in the office jotted 
down”. It was sent after the two 
men had lunch on Septembers, 
at which Mr Mattock raised the 
issue of Dominion. 

"I had no knowledge of the 
company's financial affairs or 
the people involved before 
then," Mr Greystoke said. He 
awitftH Mr Mattock for additional 
information on • Dominion, 
which came in the form of the 
letter. After Mr Greystoke con- 
sulted two follow CWG direc- 
tors, the shares were bought on 
September 7. 

The estimate was based on 
Dominion’s published accounts 
for the year to March 31 1989, 
Mr Mattock said. "What we 
didn’t know is that the borrow- 
ings woe £UWm not the £32m 
shown iu tbe accounts. I defy 
anyone, however well qualified, 
to go through the accounts and 
find these problem areas." 

A Laing & Cniickshank circu- 
lar issued in the same week of 



September pointed to a break-up 
value of about 50p per share, 
against UTC’s figure of 97p. 

The lm shares which CWG 
bought were assembled in the 
market, Mr Mattock said. None 
came from Mr Max Lewinsohn. 
Dominion’s former deputy chair- 
man who sold more than hatf of 
his shares through UTC in- 
AugusL Those shar es are still 
owned by the institutions which 
bought them, Mr Mattock said. 

The UTC estimates were 
“extremely optimistic,” Mr Cart 
Openshaw, Dominion’s manag- 
ing director; said yesterday. 
“They reflected values which 
might just have been obtainable 
in a booming market, but a 
number of Dominion's 
operations were experiencing 
iHffimlt trading conditions. The 
Spanish property operations, for 
aramp le. had been depressed for 
some time and values of £35m 
were clearly overstated.” 

Mr Openshaw, who joined 
Dominion in July 1989 and will 
leave next week, also said that 
net borrowings had been shown 
in the accounts at £39m, were 
rising sharply and were nearing 
£8Qm in September. 

Of the divisions, UTC valued 
Berwin LaRoche, the specialist 
pensions and mortgage broker, 
at £4nr earlier this month It was 
sold for between £1004)00 and 
£200,000. Dominion Investment 
Management, which sells Per- 
sonal Equity Plan packages, 
went for less than the film esti- 
mate. Sarnia Mutual, a con- 
sumer finance company listed at 
£L5m, has gone into liquidation 
in Guernsey. 

A more realistic value of 
£5004)00 was put on Dominion’s 
stake in Intex, a Bermuda-based 
company set up to develop auto- 
mated trading systems for finan- 
cial fixtures. This was carried at 
£5.7m in the 196889 accounts. 
UTC was also dose to the mark 
with its 3 'zipper-share estimate 
of the value on Dominion’s 
stake in Southwest Resources. 
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Minister defends Kuwaiti 
defiance of Opec quotas 


By Vfelor Mallet in Kuwait 


S Httiicw ALI Khalifa al-Sabah, 
the Kuwaiti Oil Minister, yes- 
terday defended Kuweit's pol- 
icy of ignoring the quota sys- 
tem agreed by the 
Organisation of Petroleum 
Exporting Countries, on the 
grounds that demand for oil 
was far greater than expected. 

Unusually for an Opec minis- 
ter, Sheikh All has not merely 
directed the Kuwait Petroleum 
Company to overproduce but 
has admitted it publicly. 
Kuwait negotiated an 
increased share of Opec’s offi- 
cial output for itself last year, 
and has a quota of 1.5m barrels 
a day, but it has recently been 
producing about 2 m b/d. 

“Demand is far outstripping 
our expectations and is likely 
to keep outstripping our expec- 
tations, " he said in an inter- 
view yesterday. “There are 
very few countries that have 
the capacity even to meet their 
quotas, so we are left with two 
or three countries that can go 
above their quotas, and these 
countries are responsible and 
care about the price.” 

Asked If all the other Opec 
members were happy about the 
Kuwaiti stance, he said: “No, 
but then Tm not paid to make 
everybody happy." Kuwait, 
with plentiful reserves, is anx- 
ious not to let prices rise so 
high that consumers resort 





All “Pm not paid to 

make everybody happy” 


once more to alternative 
energy sources or stringent 
energy conservation methods. 

Sheikh Ali is a firm believer 
in the 18-dollar Opec reference 
price, and he conceded that 
Kuwait and other overprodu- 
cers would cut their output if 
prices fell below that level The 
Kuwaiti Minister is convinced, 
however, that strong world 
demand Cor oil and felling pro- 
duction capacity outside the 
Gulf Is rendering the quota 
system increasingly irrelevant. 

“Why should we carry all 
this intellectual baggage from 
the past and try to impose it on 


the future?” he asked. 

In the meantime, Kuwait Is 
pursuing an aggressive policy 
of downstream and upstream 
international investment Last 
year the Kuwait Foreign Petro- 
leum Exploration Company 
actively developed its interests 
in oil and gas in the Far East, 
Africa and the Middle East, 
and is negotiating with the 
Soviet Union to develop fields 
in the Russian Republic. 

Kuwait is planning to estab- 
lish a $2bn petrochemicals 
complex at home, and contin- 
ues to expand its refined prodr 
nets marketing network. "Q8" 
petrol stations will shortly be 
appearing in Thailand. Eastern 
Europe is the latest target, 
although Sheikh Ali agrees 
that the situation there is still 
“ very foggy.” He said yester- 
day: TD be travelling to some 
of the east European countries. 
We may even open small 
offices in all of these coun- 
tries." 

• Production was resumed 
yesterday at the Anglo-Norwe- 
gian Statfjord field after hav- 
ing been virtually shut in on 
Tuesday when adverse weather 
conditions prevented tankers 
from loading crude cdL How- 
ever, only one tanker managed 
to load about 500,000 barrels 
amid waves of up to 8m, while 
three others queued. 


Recovery in world meat market 
expected to continue, says Gatt 


By William DulHbrce in Geneva 


THE TWO-YEAR recovery tn 
the world beef and veal market 
should continue through 1990 
and 1991, according to the sec- 
retariat of the General Agree- 
ment an Tariffs and Trade 
(Gatt). Tighter supplies and 
growing demand are expected 
to Lead to still higher prices 
which, coupled with de clinin g 
feed costs, should mean wider 
profit margins for beef export- 
ers. 

In its annual report on inter- 
national meat markets, Gatt 
records some important devel- 
opments in the world beef mar- 
ket last year. Japan emerged as 
the second biggest importer, 
after the US, following the lift- 
ing of its import restrictions in 
1988 under pressure from 
within Gatt. 

Stimulated by the opening of 
the Japanese market, US 
exports surged by 4&8 per cent 
to 450,000 tonnes, making the 
US the third biggest exporter, 
behind Australia and the Euro- 
pean Community, but ahead Of 
New Zealand. 

Gatt expects the US to move 
into second place this year. 
Hie EC became a net importer 
of beef in 1989; its beef exports 
dropped by 109 per cent as its 


Selected Countries’ 
Exports of Beef end 
Veal 

(*000 tonnes carcass 
weight squfysjsntj 



1990* 1989 

1988 

Argentina 

420 

360 

320 

Australia 

920 

832 

902 

Brazil 

450 

280 

529 

Canada 

120 

111 

89 

EC 

480 

670 

752 

New Zealand 

350 

430 

462 

US 

508 

450 

313 

Uruguay 

120 

175 

131 

Others# 

180 

213 

227 

Total 

3^28 3,521 3,725 
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intervention stocks declined 
ftom 424*000 tonnes to 135,000 
tonnes during the year and 
intervention purchases felL 
With its consumption continu- 
ing to run higher than its pro- 
duction and intervention 
stocks approaching nil, EC beef 
shipments are set for an even 
larger fall - more than 28 per 
cent - this year, the Gatt sec- 
retariat estimates. 

Higher export prices last 
year were due mainly to short 
supplies. World beef and veal 


production, reflecting 
increased cattle herd retention 
in many countries, fell by 
between 09 and 1 per cent to 
48m tonnes. For the first time 
for many years, the volume of 
world trade fell, by about 6 per 
cent, according to Gatt 

The aggregate sates of four 
major beef exporting countries, 
Australia, the EC, Brazil and 
New Zealand, plunged by more 
than 400,000 tonnes. Brazil’s 
return as a major importer and 
the slump in its exports bene- 
fited Argentina and Uruguay, 
which were able to ship sub- 
stantially more beef than in 
1988. Beef and veal supplies 
should decrease further in 
1990, or at best remain stag- 
nant, became of herd rebuild- 
ing in more countries, Gatt 
forecasts. 

The report poses two major 
questions: one concerns the 
extent to which demand for 
beef imparts could rise in East- 
' ran Europe, as countries there 
liberalise their trade; the other 
is whether Brazil can make a 
comeback as an exporter. 

The International Markets far 
Meat 1989/90, from the Gatt sec- 
retariat, 154 Rue de Lausanne, 
mi Geneva 2L Price, SFt2S 


Brussels 
challenges 
British 
milk plan 


By Tim Dickson in 
Brussels 


THE European Commission is 
understood to have challenged 
aspects of the UK's proposals 
for allocating its share of the 
one per cent In new milk quo- 
tas agreed by EC agriculture 
ministers last year. 

British officials say discus- 
sions are continuing and that 
it is too early to tell whether 
the reservations are serious. 
However the National Farmers 
Union is concerned that negoti- 
ations may not be completed 
by the end of the marketing 
year In March, and that pro- 
ducers may inadvertently be 
forced to pay superlevy penal- 
ties as a result 

The proposals - announced 
by Mr John Gummer, the UK’s 
Agriculture Minister at the 
NFU annual meeting in Lon- 
don earlier this month - pro- 
vide for about 62m litres of 
quota to be allocated to produc- 
ers with existing quotas of less 
than 200,000 litres. These small 
producers would receive about 
3 per cent additional wholesale 
quota with allocations tapered 
so that no producer's quota 
would exceed 200.000 litres as a 
result of the new allocation. 

A further 229m litres would 
be for allocation on a loan 
basis to new entrants to dairy- 
ing, enabling 150 new entrant 
farmers to receive 150900 litres 
of quota each for a period of up 
to 10 years. Most of the remain- 
ing quota would be given to 
producers whose successful 
claims against the original 
basis of quota allocation' in 
1984/85 have not been met 

The difficulties raised by the 
Commission are thought to 
include aspects of the small 
farmers' package, the loan 
scheme, and the differentiation 
between regions in such a way 
that producers in Scotland and 
Northern Ireland would be 
treated more generously. Nor, 
it is thought, is Brussels folly 
satisfied with the conditions 
which London wants to impose 
on some of those receiving the 
“awards.” 

• The Polish Government has 
eased restrictions on batter 
exports following demands by 
farmers hard hit by a fall in 
sales of food at home. 

The decision to free 20,000 
tonnes for export from 
Poland’s growing butter moun- 
tain was taken recently by the 
Govern ment's Economic Com- 
mittee (KERM). which lifted 
foe batter export cgflfag fixed 
at the end d December at 400 
tonnes. Poland last exported 
butter in the 1960s. 

The decision could also be 
followed soon by a liberalisa- 
tion of this year's ceiling of 
140,000 tonnes on beef; pork 
and poultry exports. Mr Czes- 
law Janidti, toe Fanning Min- 
ister, said: ”1 shall be asking 
for more meat export permits." 


Peru changes desert into farmland 

Sally Bowen on South America’s most ambitious irrigation scheme 




T hirty miles of 

impressively-engineered 
main irrigation chan- 
nels snake through the moon- 
scape desert of Peru's north- 
centra 3 coast. Concrete-clad 
tunnels carve through the 
Andean foothills in an pi*" to 
divert the waters of the Santa 
River and bring a Chflean-style 
agribusiness boom to Peru. 

Chavimochie is the most 
ambitio us irrigation scheme is 
the J>Ht» American continent 
to date. Although severe cadi 
shortages in the crisis-ridden 
Peruvian economy will prevent 
President Alan Garda from ful- 
filling his party's 80 year-old 
dream of bringing water to the 
desert before he leaves office in 
July, toe future of the scheme 
now seems secure. 

The project takes its name 
from the four valleys of La Uh- 
ertad department, Chao. Viru, 
Mac he and Chlcanm, 300 miles 
north of the capital, Lima- At a 
final estimated cost of $l,)80m, 
the four-stage plan will incor- 
porate some 43900 new hect- 
ares of currently ancuZtivahZe 
desert land for agricultural 
use, and provide improved irri- 
gation for over twice as many. 
A reservoir and two hydroelec- 
tric plants included in the final 
stage of the project will guar- 
antee water and power sup- 
plies for 500900 Inhabitants of 
the departmental capital, Tru- 
jillo, heartland of Mr Garcia's 
ruling American Popular Revo- 
lutionary Alliance. 

The first stage, already 80 
per cent complete, involves 
expenditure of $200m on tun- 
nels and the main irrigation 
channel Principal contractor 
is Brazil's largest private com- 
pany, Construtora Norbertn 
Odebrecht, and Banco do 
Brasil’s $l579m loan is the 
only Source Of paternal finanfi - 
ingso far. 

Mr Garcia has effectively 
been isolated from sources of 
borrowing, outside a few 
fri pnrfly t,atln American neigh- 
bours, since his 1985 stance 
limiting foreign debt repay- 
ments to 10 per cent of export 
revenues. 

The Bnudiian terms include 
a five year grace period and 
fixed interest of 79 per cent 
The remainder of the financing 
for this special project, admin- 
istered directly by the Ministry 


iteSiif 



Tunnels will feed water to 43,000 ha of cur re n t l y uhcnlttvable 
land and provide improved irrigation for over twice that area 


of the Presidency, comes from 
the cash-strapped Peruvian 
Treasury. 

Ironically, it was the Brazil- 
ians and the necessity of ensur- 
ing eventual repayment of 
their loan that led to an appre- 
ciation of the Chilean-style 
potential of the project 

Odebrecht’s Peruvian subsid- 
iary, operational since 1978, 
already has a malar hydroelec- 
tric power station in the south 
under its belt, ami is keen to 
tender for lucrative upcoming 
contracts such as the Madre da 
Dios Peru-Brazil highway, 
ex p lo itati on of the Camifcea gas 
field, as well as the later stages 
of Chavimochie. Understanda- 
bly eager to demonstrate the 
success of Chavimochie stage 
one, Odebrecht Peru stipulated 
that its tender for construction 
work should include the instal- 
lation of four export-oriented 
agroindustrial plan ts for the 
valleys. The first of these, a 
tomato-paste processing plant, 
'is already under construction. 
Odebrecht has had a team of 
agricultural experts testing out 
suitable varieties on a pilot 
plot for the jest year. 

The Chavimochie valleys 
enjoy considerable climatic 


advantages and are capable of 
producing high-priced crops . 
such as tomatoes and aspara- 
gus year-round. In the case of 
tomatoes, Peru has greater 
agro-industrial potential than 
the Mediterranean countries 
which, with a tiurefamm pro 
cessing period of four months a 
year, have more than 60 per 
cent of their installed capacity 
idle. Relative proximity to the 
major markets in Japan, Can- 
ada and the US, and freight 
rates a third lower to Japan 
than from Brazil, give Pern a 
farther competitive edge.' 

The Chao valley tomato 
paste plant is to commence 
production on November 1, 
with first-year exports pf 3,000 
tonnes, rising to 20,000 tonnes 
annually , by the time repay- 
ments on the Brazilian loan' 
start falling due. Odebrecht 
expects the tomato plant alone 
to generate 825m In foreign 
exchange earnings. 

The Sumitomo Corporation, 
Japan’s second largest trading 
company, will .buy all the 
tomato paste the Chao valfey - 
can produce, for shipping in 
itidwgMai quantities for trans- 
formation Into ketchup, in Jap- 
anese and North American 


naste production de c l ining , 
world prices are riding hWk- 

Experts say the 140,000 hect- 
ares that Chavimochie could 
eventually add to Peruvian 
agribusiness capacity are 
equivalent to the area on 
which Chile’s 1983-1988 fresh 
fruit export boom was based. 
That brings in Peru’s southern 
neighbour some 8800m a year 
in foreign exchange earnings. 

Lack of cash to complete the 
first Chao-VIru stags this year 
■pi pans a delay in Peru’s c hanc e 
to repeat the Chilean miracle. 
Financing for a vital eight-mile 
stretch of and the main 
dam at the diversion point of 
the headwaters can not b e 
found. However an Odebrecht* 
supported 8150,000 makeshift 
solution will, say the Brazil- 
fens, ensure that enough water' 
reaches the first valley by 
October to bring 5,000 hectares 
Into production. 

If novelist Mario Vargas 
Llosa’s Democratic Front 
comes to power in July, as 
seems virtually - certain, 
export-oriented industry will 
receive a long-awaited boost 
with tax Incentives and a more 
favourable exchange rate. And. 
with international reserves 
running out fast, Peru will 
need aD foe foreign exchange it 
can get 

. It will also remain to the 
next government to pass a new 
land-holding law to facilitate 
the potential Peruvian agri- 
business revolution. The cur- 
rent 20 year-old agrarian 
reform law prohibits land-hold- 
ing in excess of 150 hectares 
and bans limited companies 
from owning fend. Most agro- 
industrial plants need at least 
600 hectares to ensure ade- 
quate and continuing supply of 
raw materials. 

The land issue is politically 
sensitive in Peru, and some 
compromise will have to be 
reached. One probable solution 
fe to allow agroindustrial busi- 
nesses, to lease fend for periods 
up to 30 years, rather wan to 
own o utrig ht , 

. .The eight of a political oppo- 
nent inaugurating his pet proj- 
ect fete this year will be hard 
for Mr Garda to take, but there 
wiD.be tomatoes in at least one 
Peruvian desert valley by 
Christmas, . 


■0 


i 


<T C. 




Cominco plays down Red Dog delays 

By Robert Gibbons in Montreal 


COMINCO, the metals group 
based in Vancouver, has 
rejected wide-spread sugges- 
tions that it Is suffering severe 
start-up problems at Its C$450m 
(£220m) Red Dog project In 
Alaska, the world's biggest 
zinc -lead mine. 

There had been problems in 
the ore processing system, 
Cominco admitted, and move- 
ment of lead-zinc concentrates 
from the mine site to the part 
had been disrupted at times by 


severe weather since wining 
started an December 1. 

But that was to be ex pected 
bn such a bag prefect and Red 
Dog shonld reach planned pro- 
duction levels by the end. of 
March, the company add ed. 

The mine was stfil on target 
to reach foil production in 
1992. 

Mr Robert HaDbauer, presi- 
dent, also Insisted that Cam- 
med did not not intend to shut 
down permanently its Sullivan 


lead-zinc-silver mine in British 
Columbia. Last month the 
company said it would stop 
mining at the 80-year-old mine 
because of high production 
costs, faffing zinc prices' and 
other factors.' About 700 work- 
ers were laid off. 

Mr Hallbauer said Sullivan 
had reserves for another 10 
years of operation. “But there 
is no way Sullivan can go on 
operating in present economic 
conditions," he said. 


Bulgaria in 
manganese deal 


NORWAY’S ELKEM group 
says it has signed a NKrlbn 
<£9Qm> contract with four But. 
garian state-owned companies 
tobuy manganeaejeports Rea- 
tofrdmOsI©. 

Under the terms of the deal,' 
which has a duration of five to 
seven years, EJkem will buy 
manganese from Bulgaria, 
which in return will buy tech- 
nology and between 25*000 and * 
27,000 tonnes of ferromanga- 
nese from the Norwegian com- 
pany every year. 




3“ 1 


WORLD COMMODITIES PRICES 


LONDON MARKETS 


CONTINUING CONCERN about supplies 
following a series of production 
setbacks pushed lead prices on the 
London Metal Exchange to 4-month ■ 
highs yesterday. The cash position's 
£19.50 advance to £48590 a tonne took 
the rise on the week so tar to £3890. 
And the cash premium over metal tor 
delivery In three months, which ended 
last week at £23.50 a tonne, widened 
another £17.50 to £51. Problems at a 
Samim In Sardinia. Britannia Refined 
Metals in the UK, Noranda r s Belleduno 
mine and Comlnco's Sullivan in 
Canada, and Comlnco's Red Dog 
operation in Alaska have ail 
contributed to Bra concern. Last week 
LME warehouse stocks fell 2,750 
tonnes to 13,276 tonnes, 10,000 tonnes 
down from the start of the year. The 
other LME contracts were all lower, led 
by copper’s £3290 fall to £1,421 a 
tonne. 


COCOA 

- Mata 

lea POX 

S/tonne 


Ctosa 

Previous 

High/Low 

Mar 

629 

622 

680 618 

May 

641 

632 

648 B20 

Jui . 

663 

845 

666 640 

Sep 

670 

662 

671 668 

Dec 

683 

685 

396 682 

Mm- 

715 

707 

718 704 

May 

730 

722 

731 720 


(Price* supplied fay Amalgamated Maori Trading) 


Turnover; 13094 (5250) tats Of TO toraias 
ICCO indicator pries* (SDR* par tonna). Daily 
price for Fab 30 777.40 (77051) 10 day average 
tor Feb 21 781.40 (768.78) 


COPPEE - London POX 

e/toma 


Ctosa 

Previous 

Htgti/Low 

Mar 

614 

607 

614 600 

May 

625 

623 

829 612 

Jui 

637 

636 

642 628 


654 

649 

665 640 

Nov 

687 

682 

666 653 


683 

678 

681 670 

Mar 

687 

662 

007 600 


Turnover 4760 (4540) loti of 6 tames 
ICO Indicator prices (U8 cent* per pound) tor 
Fob Zfc Comp dally 6846 {67.68). 15 day aver- 
age 84.71 (800 



Close 

Previa us 

Mgh/Low 

AM Oflfotal 

Kerb doss Open (ntweaf 

Musdidiwi, MJ% parity (5 pa tonne) 



Ring turnover IflJSO tonne 

Cash 

3 months 

1467-8 

14786 

1496-500 

1503-8 

1468/1468 

1493/1471 

1486-7 

1476-7 

14750 39J233 lots 

Capper, CM* A (fi per tonne) 



Ring turnover 36.225 tonne 

Cash 

3 months 

1420-2 

1415-8 

14S34 

14434 

1413/1412 

1418/1402 

141S-3 

wog-io 

14156 68.887 talc 

Load (£ par tonne) 




Ring turnover 6,450 tonns 

Cash 

3 months 

485-6 

434-8 

4857 

432-3 

487/488 

437/427 

488-7 

43341 

434-5 10,228 tats 

Nfcfesi (S per tome) 




Ring turnover 1,800 tome 

Cash 

3 months 

7M0400 

7180-6 

7300-35 

7270-5 

7250 

7850/7188 

7225-30 

7200-10 

7175-200 &754 tats 

On (8 per tonne) 




Ring hunmer 225 tome 

Cash 

3 months 

6205-16 

633540 

8275-85 

6400-10 

836016335 

6220-5 

6350-6 

634060 4.B27 lots 

Zhe, Special Mgb (beds (S par tonne) 



Ring turnover 14,900 tonne 

Cash 

3 mouths 

1430-6 

1423-5 

14405 

1430-3 

143811438 

1435/1416 

1435- 8 

1436- 7 

14336 18.070 lots 

Zfew (S per tonne) 




Ring turnover 1,460 tonne 

Cash 
March 30 

143545 

1410-20 

‘143545 

1410-20 


143545 

1410-20 

629 lots 


New York 


Chicago 


QOU) 100 troy tK 4 5/troy oz. 


CRUDE 08. (Light) 42400 US gaUsS/batrel 


SOYABEANS 5.000 bo min; canta/BOlb bushel 


Ctosa Previous Klgb/Low 


Latest Previous ttigh/Law 


Clcme- previous HJgWI Low 


Mar 

Apr 

Jin 

Auo 

Oct 

Dee 

(tab 

Apr 


.418.0 

4190 

4213 

4183 

Apr 

21.87 

22.14 

22.17 

21.76 

Mar 

671/0 

668/2 

574/0 

666/4 


418-9 

420.8 

0 

0 

May 

21.71 

2133 

21^6 

21^4 

May 

083/2 

578/0 

585/4 

577/2 

. - _ 

431.6 

423.6 

4254 

421.2 

Jufl 

21.46 

21.70 

21 JO 

21.44 

Oul 

684/0 

589a 

898/4 

588/4 

x. ■ 

427.3 

4203 

4323 

4273 

Jui 

21.18 

ZIM 

21^1 

21.16 

Aug 

698/8 

682/2 

69010 

682/4 


432.7 

■ 434.7 

4 W3 

4325 

Aug 

2032 

21.18 

21.14 

2068 

Sep 

504/4 

sas/4 

598/2 

oaefo 


438-0 

440.0 

441.0 

4400 

Oct 

2036 

2083 

20.72 

20-88 

Nov 

888/2 

583/2 

601/0 

593/0 

O: 

4434 

44&4 

4473 

443.0 

Nov 

2068 

20.70 

20.74 

2062 

Jsn 

607/4 

6ftV0 

610/0 

802/4 


449.1 

461.1 

O 

0 

Dec 

2060 

2071 

20.70 

.2040 

Mar 

817/4 

813/4 

618/0 

814/0 



4MJS 4606 


SOYABEAN OTL 60.000 ttw; cents/lb 


Ctoae Previous Hfob/Lcnr 


spot Ruunons 

CnMe oH (per barrel FOG) 


+ or - 

Oubal 

S1&4&&80Z -0.10 

Brent Blend 

319.45-0.5Qz -a 15 

W.T.I. (i pm esQ 

S21.8S-1.9Gz -J?7S 

OE product* 



(NWE prompt delivery per tonne CfF) 

+ or- 

Premium Gasoline 

S222-224 


Gas OU 

8170-171 

-1 

Heavy Fuel Oil 

$88-00 


Naphtha 

8180-192 

-1 

Pwofeum Argus gaBmatss 


OOter 


+ or - 

Goto (per troy os)4i 

8420 

4-025 

Silver (per troy ea)^ 

633c 

-1 

Ratinofn (per tray oe) 

SS321S 

+ 065 

Palladium (per trey oz) 

8137.40 

+ 0.13 

Aluminium (free mariceQ 

81485 

-35 

Cooper (US Producer) 

mviBlac 

Lead (US Producer) 

41 ^C 


Ntafcaf (Tree market) 

335c 

s 

Dn (Kuala Lumpur market) l&Blr 

-030 

Tin (New York) 

288 c 

-1 

Zinc (US Prime Western) 

8514C 


Csttia (live weigM)t 

110J32p 

+2.43* 

Sheep (deed weiohtjt 

207 jap 

+5.70* 

Pigs (live rmriphtH 

98 JSBp 

+S01* 

London dally sugar (raw) 

S3B32X 

-5.4 

London deity sugar (wbltt) W 2 S. 6 V 

-20 

Tata and Lyfa export price 030.0 

-4 JO 

Barley (English feed) 

GIIIOW 


Maize (US No. 3 yellow) 

£127.5 


Wheal (US Dark Northern) 

£1270 

-14 

Rubber (Mar)* 

B4JS0p 


Rubber (Apr)* 

55J0p 


Rubber (KL RSS No 1 Mar) 2296m 


Coconut ofl (PhHIppinesfi 

$385-01 


Palin on (Metays(an}§ 

8227-Sw 


Copra (PtMlippIneaHI 



Soyabeans (US) 

£187 

-1 

Cotton "A” Index 

77S0e 

-ace 

WooHops (64s Super) 

B48p 



won 

- Lewd 

DO POX 

(8 per tonne) 

Raw 

Ctosa 

Previous 

High/Low 

Mar 

322:60 

322-00 

322.00 81BJ00 

May 

323160 

32XW 

324.00 319-20 

Aug 

322-00 

322.00 

321.40 aiaeo 

Oct 

31 aw 

313-00 

31340 30820 

Deo 

31 1.40 

308-00 

309.00 

Mar 

282.00 

292.00 

292.00 26040 

VhRa 

Close 

Previous 

HghA4W 

May 

424 JO 

425.0 

424.6 421.0 

AUO 

423.0 

423.0 

42L5 4HJ.fi 

Oct 

38tL5 

8885 

3895 3875 

DK 

3 ms 


366.0 

Mar 

XdQ 


mo 

May 

3509 


8585 


SPOT: 14*136 


OS i 


3 months: 1.6887 


6 months: 1-8627 


9 mon to a e 1.63721 


POTATOES 


GJtonne LOUDON BULLION MAMET 


Ctosa Prwious tPgh/Low 


GoM (one ok) 8 price 


£ equivalent 


Apr 

May 


184.5 

211-5 


181.7 

207.0 


1845 IBS-0 
211.0 2005 


Turnover 235 (118) tat* at 40 tonnes. 


Crtorme 



Ctoae 

Previous 

High/Low 


127.00 

12800 

12750 127.00 

Jun 

125-00 

12800 

12800 

Aug 

12240 

12800 

122.90 


Turnover: Raw 4060 (30719 tots of 50 tonnes. 
White 80S (858) 

Paris- White (FFr per tonne): May 2410. Aug 
241& Oct 2845, Dec 21SQ. Mar 2105. May 2110. 


Turnover 74 (53) lott of ZD tonnes. 


SlOftndexpoM 


CRUDE OA. - M 


S/barral 


Ctoae Previous High/Low 


Latest Previous High/Low 


Apr 

IBM 

1050 

(950 IBM 

May 

1053 

1942 

1958 1858 

IPE Index 1056 

1957 


Turnover; 2215 (1500) 

OUD8 - IMS 


Shcsna 


Lanat 

Previous 

High/Low 

Mar 

167.75 

18958 

18050 16750 

Apr 

163.75 

164.75 

16450 16350 

May 

181.75 

16250 

18250 18156 

Jun 

16250 

16250 

16155 

Jui 

181.75 

181.75 

«2l50 161 .75 

Aug 

18450 

187.00 

16450 moo 

Nov 

18850 


16800 


Turnover 1838 (STSSJIet* of 100 tonnes 


8 a tonne unless otherw is e stated- p-ponee/kg. 
c-eents/lb- r-ringgit/kg. x-FebfMar. i-Mar/Apr. 
v-Jan/Mar. w-Mar. 2-Apr. tMeat Commleston 
average latsuck prices. * change tram a week 
aga ^London ptyslcal /rmriurt. §QF Rotterdam. 
#i Bullion market dose. m-Malayslan cents/kg. 


FINER Merinos met with bettor demand at 
Australian sales Ms week and prices lifted 
by 20-50crkg. The overall market IntScsior 
moved 4 cents higher to 889- Ot her w is e 
most Australian prices remained at sup port 
level, but there were slightly tower 
percentage purchases by file AWC at each 
sale. 27-37% being typical Primary and 

consumer mariass are /nevrtaWy concerned 
at the risk of higher interest rates. In 
Bradford me Impact on atud dio t dlng coata 
and pa yme n t s la severe. UK top prices are 
loosely related to quota tio ns otSSOp/Kg tor 
84s super, 330p tor 58s average, 300p tor 
60s carded and 268p tor 80s English. 


Feb 

1802 

1803 

1608 1800 

Mar 

1643 

1043 

1846 1638 

Apr 

1090 

1855 

1655 1849 

Jvl 

138S 

7400 

T4M 1300 

Od 

1493 


1500 1498 

Jon 

1407 


1602 1500 

Apr 

1510 


1616 1305 

BFI 

1501 

1682 


Turnover 368 (364) 

ORAM 

- K 


C/tonno 

Wheel 

Ctosa 

Previous 

HJgh/Low 

Mar 

111.78 

ITUS 

111 : 7 a 111.10 

May 

11815 

11456 

11815 11450 

Nov 

10050 


10950 

Jan 

112.65 


11350 

Mar 

11885 


11546 

Bartay 

Ctosa 

Previous 

High/Low 

Mar 

104.75 

10455 

10446 104.75 

May 

10750 

10753 

10750 

Nov 

10856 

10756 

10045 

Mar 

11250 


11250 


Close 

4193t-420U 

244^-245^4 

Opening 

421 *4 -421 

245>z-246 

Morning tlx 

420.80 

246.420 

Alto moon tat 420.00 - 

348080 

Day's nigh 

422 > 4 -«2 \ 


Day's low 

419-41913 


Coins 

$ price 

EbqutvalMt 

Maptoteal 

432-437 

2534S55 

Britannia 

432-437 

■ 252-255 

US Eagle 

432-437 

252-255 

Angel 

432-437 

252-255 

Krugerrand 

4KM22 

344^2 -346 la 

New Sov. 

93-99 

67-5812 

Otd Sov. 

06-99 

67-681 j 

Noble Plat 

53855-54755 

3135501850 

SBser Rx 

pfllne oz 

US Cts equtv 

Spot 

31140 . 

633.75 

3 months 

32240 

544 AS 

8 months 

33455 

605.73 

12 months 

35745 

57950 


PLATINUM 60 troy oz; Sriroy oz. 


Close 

PrevkJUB 

Htgh/Low 


Feb 

5245 

6384 

0 

0 - 

Apr 

5305 

534.4 

8389 

1015 

Jui 

535.1 

6387 

6405 

535.1 

Oct 

6405 

5445 

6480 

54 85 

Jan 

5481 

6485 

5495 

5485 

Apr 

5515 

555.7 

5545 

5545 

SAVER 6500 troy oz; conta/troy oz 


Ctosa 

Previous 

High/Low 


Feb 

5275 

5335 

0 

0 

Mar 

6285 

8345 

6375 

6275 

Apr 

532.3 

6388 

0 

0 

May 

8385 

6425 

8485 

8380 

Jut 

5465 

6515 

6865 

644.0 

Sap 

553.7 

5681 

5825 

5585 

Dec 

565.7 

572.1 

674.0 

5880 

Jan ■ 

5882 

5755 

0 

0 

Mar 

5780 

634.4 

5875 

5785 

May 

6884 

S32.7 

6025 

8825 


HEATBIS 00. 42,000 US galls. cents/US galls 


Latest 

Prevtoos 

High/Low 


Mar 

6740 ' 

8738 

5780 

STM 

Apr 

cess 

8870 

56B0 

9630 

May 

5545 

5582 

5570 ' 

5325 

Jun 

6450 

5477 

5485 

5430 

Jui 

5430 

5487 

5470 

642S 

Aug 

5480 

5S27 

5920 

5*75 

a *P 

5680 

6822 

5640 

6580 

NOV 

5749 

6757 

5750 

5740 

Dec 

5825 

5827 

5825 

5825 


Mar 

20-4® 

19.91 

20.52 

19.92 


May 

2068 

2020 

20.77 

2020 


Oul 

' sa 77 

"2033 

2083 

2031 ' 


Aug 

2067 


2068 - 

2027 


Sep 

20.50 

2020 

2050 

2020 


Oat 

2032 

1006 

2040 

2010 


Doc 

2023 

19.99 

2030 

1005 

“ 

Jan 

2015 

19-82 

21L20 

19.85 


.Mar 

20.10 

2001 

20.10 

2010 


SOYABEAN MEAL 100 tons; SRnn 


Close 

Previous 

Hlgh/Lcrw 




COCOA W tonnesA/tonnes 


MGH GRADE COPPER 2SAOU lbs; cantsttw 



Ctosa 

Previous 

MghfljDw 


Mar 

1046 

1015 

1083 

1016 . 

May 

103E 

908 

1042 

1001 

Jui 

1041 

1008 

1045 

1010 

Sep 

1051 

1021 

1057 

1022 

Dec 

1078 

1040 

1080 

1044 

Mar 

1100 

1008 

1103 ' 

.1088 

May 

1110 

1078 • 

1094 

1080 

Jut 

tar 

1083 

0 

Q 


Mur 

165.0 

19543 

1609 

1B4A 

May 

189.0 

169.7 

1B0.6 

168.1 

Jui 

173.3 

173.2 

173.7 

172.1 

Aug 

174.8 

17« 

175.5 

1708 - 

Sep 

17BS 

1702 

177J3 

17SJS 

Oct 

178.0 

177.1 

17S0 


Dec 

1804? 

51708 

181^ 

178S 

Jan - 

181.7 

181.0 

182.0 

1800 


‘■•it 


;» 


MA B E 5,000 bu min; centa/56tb bushel 


' — '4 J* f . 


Ctoae Previous High/Low 


AtUmMum (08.7%) Calls 


Puts 


Strike price S tonne Mar May liar May 


Turnover; wiwm 
T urnover lots of 


188 (340), Barley 95 (104). 
100 tonnes. 


BIOS- 

m 


(Cash Settleinent) p/kg 


Close 

Previous Htgh/Low 

Fob 

1154) 

113-0 

1W.0 1106 

Jun 

121.5 

12IJJ 

121JI 1200 

Aug 

1105 

117J) 

118,6 

Oct 

mo 

12U) 

122J) 


1400 

61 

M 

6 

21 

1500 

19 

43. 

42 

63 ■ 

1600 

2 

14 

134 

133 

Copper (Grade A) 

Cans 

Puts 

2300 

137 

139 

5 

40 

2400 

81 

84 

29 

03 

2500 

18 

<7 

88 

1S3 

Ceflae 

May 

Jut 

May 

Jui 

530 

70 


8 


600 

42 

81 

18 

25 

650 

18 

35 

44 

48 

GQCMi 

May 

Jul 

May 

Jul 

800 

40 

67 

a 

14 

650 

19 

37 

28 

34 

700 

5 

18 

84 

66 

Braid Cnida 

Apr 

May 

Apr 

May 

1050 

42 


33 


2000 

19 

30 





Close 

Prevtoaa 

High/Law 


Feb 

11020 

114J5 

11120 

112JS0 

Mar 

11420 

113.00 

114.40 

11020 

Apr 

110.90 

1101» 

11073 

10130 

May 

10830 

10730 

108.10 

13130 

Jun 

10020 

10030 

0 

a 

Jut 

104.00 

183.60 

10490 . 

10200 

Aug 

103.40 

10240 

0 

0 

Sep 

1C2.10 

10120 

101J» 

10020 

Oct 

101.30 

10040 

0 

0 

NOV 

100L80 

BBJO 

0 

0 


00BREB «C- 87«0Bw oentsribs 


Mar 

JM3A) 

241/4 

243/2 

241/0 

1 

May 

250/D 

248/2 

260/2 

24776 

1 * a 

Jul 

2S4/6 

252/8 

2 ssra 



Sep 

263/8 

2S0/B 

253/0 

25074 


Dec 

250/2 

249/0 ■ 

2S0/8 

248/4 


Mar 

256/4 

255/2 

258/6 

254/8 . 



WHEAT 5.000 bu min; cmta/BUb-thiehM 


Ctoae Previous- High/Low 


■Mar 80.64 easn ae.oo aaao 

May . B151 88-28 91.80 68.70 

Jui 9340 9103 .03,30 9050 

SOO 04.72 B2.65 Of 00 92.00 

Deo «L2S 94.78 9650 0425 

Mar 96.00 0643 6840 06.75 . 

May 9850 : 8856 8978 9650 

Jui 10093 99.86 0 0 


Ctoae Previous rtph/L ow 

Mar 384/4 382/2 ses/0 

May 384/4 380/8 064/4 

Jul 344/4 342/2 345/0 

Sep 360/8 348/4 351/0 

Dec 382/4 360/4 363/0 

Mar 370/6 ■ 339/0 370ns 


380/2 

353/4 

342/0 

348/2 

360/0 

387/4 


UYE CATTLE 4QJ000 lbs; centa/Bn 


■CtoM Previous Mgh/Low 


SUOAH WORLD m- 112.000 toK Cents/! ba 


COTTON 60,000; eert*/B» 


Turnover 87 (141) lots of 3,230 kg 


2030 



Ctosa 

Previous- 

HlgWUre 


Mar 

69.11 

68.88 

Mri 

68.40 

WOT 

7038 

70.18 

7TJ38 

Btt®. 

JUf 

71.14 

7037 

7140 

7041 

Oct 

67.10' 

07.25 

8745 

6840 

Dec 

SMK 

8597 

eara 

05,68 

Motcas | 

ROTTERS (Sa*K September 18 1931 

-100) | 


Fob 21 

Fab .20 

ninth ago yr ago | 


18075 

18005 

1794.3 

1 9600 | 

DOW JONES (Base: Dab. 31 1074 -WO) J 


Fab 20 

Fab M 

ftwdi age yr ago | 

Spot 

13008 

13042 

12644 

13&3S 

Rrtums T3ZJ31 

13240 

12944 • 

13034 



Clou 

Previous 

Hlgti/Low 


Mar 

■WL57 

1449 

•R58 

14.46 -. 

May 

14.84 

1447 

14.88 

RS2 

Jul 

K48 

14*44 

1440 

14.40 

Oct 

14J3 

M.CT 

14.13 

1441 

Mar 

13.42 

1%38 

13M 

1332 

May 

1342 

1347 

0 

0 

Jul 

1342 

1340 

0 

0 


Ap r 

7S42 

77,12 

7740 

Jun 

70.42 

7137 

7145 

Aug 

6848 

70.90 

7095 

Oet 

72.02 

73.10 

73.10 

Dec 

not 

7340 

73.40 

Feb 

Tzjsr 

7340 

■ 73.00 


75.62 

7037 


l *< 

j-.v. 

i •'>'.* 


72.40 

72.76- 

7240 


I , 


UVE HOPS 30.000 Ib-.PCnta/lbs 


OflAMOE .MCE 16.000 \bK eentsribs 


Ctaae Previous* Hlgh/Unr 


Prevtoua Hgh/Um 

47.70 

4795 

4796 ’• 

63.17 

5U6 

63.07 

63.15 

63.47 

53.00 

6147 

51.75 

5195. 

4897 

4890 

4645 

4797 

47.40 

4790 

47.17 

4790 

4790 




1 & 


Mar 

May 

Jut 

Sep 

Nov 

Jan 

Mar 

May 

Jut 


201.05 

198.10 
19430 

180.10 
16435 
10109 
18135 
187 JS 
i8i.« 


200.75 

108.70 

183.00 

180.00 
18336 
18003 
18099 
I8O0S 
180.05 


201.75 

199.75 
188.00 
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Equities close above lowest levels 


A TENSE session on the 
London equity market ended 
with share prices showing 
hefty losses for the third suc- 
cessive day although these 
were much reduced from fann 
recorded earlier as a result of 
continuing turbulence in inter- 
national wwartffrt iT. 

The latest bout of weakness 
in the UK equtty market was 
not helped by a much more 

pessimistic view of the outlook 
for domestic interest rates and 
far equities tafegn by Klein wort 
Benson Securities. 

The market was fat any event 
braced for a dUBmit trading 
session after the Tokyo stock 
market sustained its third imw 
est fall in. a single trading — 
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sion, losing almost &2 per cent 
or more than LlOO points off 
the Nikkei average. Wall Street 
showed a 38 point decline over- 
night, having beat down, more 
than so points at one ♦**»*«* yfh*r 
comments by. Mr a tan Green- 
span, chairman of the US Fed- 
eral Reserve. Mr Greenspan 
said the US faced a risk of 


nrrriiHSiting Inflatlnw, amt hfa 

comments were interpreted as 
rtimintahing hopes of an early 
cut in US Interest rates. 

London’s initial and predict- 
able reaction to the Wall Street 
and Tokyo falls was to mark 
down prices to deter sellers. 
Estimated by brokers to have 
been down around 35 points in 
unofficial trading, the Footsie 
opened some 25 points off and 
began to rally as cheap buyers 
moved in. reassured by a 
bounce by West German 
bands. 

But the recovery tailed to 
hold as dealers and investors 
to worry over the possi- 
of another steep fin on 
Wall Street which some expec- 


ted to come in with a drop of 
around 70 points an the Dow 
janes Average. 

The Footsie fell to the day’s 
lowest point, down 31 points, 
just before the opening of Wall 
Street. In the event Wall Street 
came in around 25 paints down 
epri at the London close stood 
some 10 points lower. The 
Footsie closed 17.3 down at 
%259.7, leaving the index 6&2 
off over the past three days. 

Selling prompted by the 
m ore bearish view of the mar- 
ket by Klefnwort Benson began 
to make its presence felt. The 
strategy team at Kleinwort 
now expects a "best case" sce- 
nario in thfe UK of base rates at 
15 per i**nt far the rest of the 


year, and is looking for the 
Footsie to fell to possibly 2£00. 
Kleinwort said it had reworked 
Its forecasts because of the 
Impact of external events 
rather **mw the UK’s domestic 
problems. "We are wary of 
world economic activity and 
world interest rates,” said Mr 
Trevor Laughame of Klein- 
wort. 

The performance of the 
futures market, where the 
Footsie futures contract moved 
from a 5 pt discount to the 
market to a 9 point premium 
during the afternoon also 
helped the recovery. Turnover 
totalled 428.4m shares, com- 
pared with Tuesday's 377.4m 
and Monday 's 3i4j3m. 
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Stake 

stories 

inSTC 


The hot money yesterday was 
drawn towards STC, the elec- 
tronics group, which rose 4 to 
257p as stories emerged of an 
imminent major tteai. Business 
was much larger titan usual - 
4 -3m shares finally changed 
hands - amid speculation that 
major shareholder Northern 
Telecom was about to dispose 
of its 27% per cent holding in 
STC and that Sun Microsys- 
tems may boy 25 per cent of 
ICL, a subsidiary of STC. 

Northern bought the stake in 
October 1987 at 340p a share 
and was hoping to develop a 
dose relationship with the UK 
group, particularly in fete***™ 
transmission. But specialists 
say that not modi in the way 
of synergy had developed 
between the two groups. 
Northern’s management, 
according to market accounts, 
has reviewed the situation and 
concluded that the status quo 
cannot be sustained. 

US-based Sun Micro s yst em s 
is one of three overseas part- 
ners which developed ICL’s 
new Unicom computer range. 
The others are ATT and 
Fqfitsu. The suggestion is that 
Sun is ready to pay £280m Cora. 
25 per emit stake in the ICL 
computer business. UBS 
Phillips ft Drew have turned 
active buye rs of STC after hav- 
ing been sellers for some 
months. STC is confidently 
expected to aimflimm Jimnal 
profits of £26Qm next Tuesday, 
compared with the previous 
year’s £230m. 

ShdlimexdtiQg 

iWtfc quaiter figures from 
Shell Transport initially -took '• 
the market by surprise, but a 
quick re-think an the numbers 
and slight disappointment with 
the final dividend saw the 
shares retreat In vigorous trad- 
ing before staging a good rally. 

The better than expected 
result arose, specialists said, 
from currency operations 
which turned an expected 
£70sn loss into an £80m profit; 
"one of the rare occasions that 
Shell have made a profit an its 
foreign exchange business," 
commented one analyst, who 
claimed Shell had benefited 
from a sharp rise in the Dutch 
guilder over the period. 

Analysts pinpointed the final 
dividend as the most disap- 
pointing aspect of the results. 
Mr Nick Clayton at Smith New 
Court reaffirmed his “reduce” 
re commendatio n, described the 
group’s operating results as 
“disappointing" and the divi- 
dend as "below expectations" 
adding that the performance of 
the chemicals businesses 


"raised question marks over 
oar 1990 expectations.” 

At Shearson Lehman Hutton 
Mr Jeremy Hudson, fahelftng 
file dividend as “slightly 
mean" said his verdict on the 
stock was “neutral," although 
he added they woe beginning 
to look high on a yield and p/e 
relative basis. Shell shares 
closed a net 4 off at 470p, hav- 
ing been as low as 463p; turn- 
over was 43m. 

LASMO hopes 

Shares of LASMO, the oil 
group, were among the best 
performers of the relatively 
few FT-SE 100 stocks to move 
higher. The shares rose 8 to 
627p on turnover of lm. 

Dealers saw two reasons for 
the performance, (hie was file 
announcement that LASMO 
was Inviting offers for a pack- 
age of “non-core" North Sea 
assets, including an 832 per 
cent stake in the gas-producing 
Audrey field and a 33 per cent 
stake in the “J” Block pros- 
pect. 

PnHiiwtai nfttyytfi ff rfHw 
assets range from £50m to 
f rom. But tiw» main impetus 
behind the share price was a 
story that LASMO’s Westray 
well - has tested good quality 
oil at good flow rates and that 
the discovery could well be 
extensive. - 

Kitcat & Aitken said that 
Westray "could prove to be one 
of the biggest discoveries in 
.fiie North Sea for several years 
with recoverable reserves In . 
the order of 200400m hands of 
oft." The broking house said 
that if fids were the case the 
value of LASMO’s 20 par cent 
stake could he wort h between . 
50p and lflOp a share. Kitcat. 
recommended switching front 
BP, where they say the rating 
is too high, or Enterprise, 
where there are fears that K3 
might place its 25 per cent • 
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B&C under pressure 

British ft Commonwealth 
weakened sharply for the sec- 
ond day despite the company 
issuing a strong denial c£ sag- 
gagitons that it Bright be sued 
by Caledonia Investments, 
which, has a holding of prefer- 
ence shares in 3 ft C. 

This story was yesterday 
supplemented by fears of what 
might be behind the B&C’s 
dedstan to release prelimiiiary 
figures almost three weeks 


later than last year’s date. One 
analyst said that the announce- 
ment had been put off by a 
fortnight to April 26. B&C’s 
official view is that the delay is 
to allow for the start of a sepa- 
rate court case Involving Qnad- 
rex over an incomplete deal 
between the two companies in 
the wake of the market crash 
of October 1987. 

Dealers added that il» fall' 
was exacerbated by arJTlnfr in 
the traded options market. 
B&C fell 10 to 54p, making a 
twoday decline of 15.. Volume 
was a busy 40m shares traded. 

Demerger welcomed 

Investors responded posi- 
tively to the details of Cam- 
braids* propo se d demerger. If 
approved, Conrtaulds share- 
holders will receive one Goar- 
tanlds Textiles share- for, and 
in addition to evmy four Cour* 
taulds, ■ Dealings are expected 
to start on March 19. 

The shares were marked 
down initially with the weak 
market but i nvestors moved in 
after a positive analysts’ meet- 
ing. Hr Jeremy Chantry at 
Klei n wort Benson said that on 
the basis of profit forecasts 
g i v e n , “the shares should be 
trading at around 400p." He 
recommended buying up to 
that level, noting, however, 
that any assessment of the 
companies against tfaefrrespeo- 


five sectors would depend on 
which Hector they were allo- 
cated to by the Stock Exchange 
: either “other industrial mate- 
rials” or “chemicals." The com- 
panies, wild Mr Chantry, would 
prefer the former. 

Mr Lawrence Rubin at Kitcat 
and Aitken agreed with bullish 
in te rpr eta tions of the propos- 
als, saying the buyers had been 
justified in their interest yes- 
terday. Courtaulds turned over 
a busy 4.1m shares and the 
price rose 7 to 382p. 

Wellcome Omw" a gains t tiw» 
market trend as the company 
began a series of one-to-one 
mretings with pharmaceuticals 
analysts. The first three yester- 
day included Kleinwort Ben- 
son, which afterwards reiter- 
ated its buy recommendation. 
Mr Ian White said that the 
stock was attractive up to 750p. 
There will be further meetings 
at the end of this week and at 
the start of next. Wellcome 
firmed 5 to 680p on light t u rn. 
over of 434000 

Trading in Eurotunnel 
returned to its more usual 
quiet state after recent volatil- 
ity in the wake of a row 
between the company and the 
consortium of contractors 
building ti»e Channel tunneL 
The shares added 8 at 588p on 
reduced turnover. 

Standard Chartered shed 16 
to in a belated reaction to 
the deal on Tuesday in which 
Australian bank Westoac 
bought a stake in oao of its 
ri vals. Westpac ha* been men- 
tioned as a possible buyer of 
Standard. 

Further consideration of the 
results and dividend rise on 
Tuesday from NatWest encour- 
aged further buying. The 
shares climbed 5 to 345p as 
7.6m changed hands, more 
than double the turnover of 
the other Mg'three. Lloyds, 
which reports tomocTOW rose 3 
<n gap, while Midland slipped 
2 to 347p ahead of results 
today. Barclays eased 2 to 553p. 

■ A buying order for Guinness 
placed through an agency bro- 
ker kdt the marke t short of 
stock and the price 4 higher at 


construction sector was 
relieved to learn that the UK 
Government’s planned expen- 
diture on road-building was in 
line with previous estimates 
despite reports of cutbacks 
Giving details of spending aver 
die next three ye ar s, Mr Cedi 
Parkinson, the Transport Sec- 
retary, refected environmental- 
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demands for cuts and re- 
affirmed the authorities’ com- 
mitment to the largest road 
building programme ever 
undertaken. 

Leading stocks were thus 

fUUe to ghalra off the malalna 

affecting other equities. Most 
regained early losses to close 
M gber on balance, although 
there were some casualties. 
Tarmac dipped to 213p before 
settling with a minor gain an 
the session at 219p, while RMC 
rallied from 590p to finally 


APPOINTMENTS 


Finance 
post at 
Rockware 
Group 

■ Mr Ernest W. Burton, 
ffnflwr director of Molina, 
becomes finance director of 
ROCKWARE GROUP on March 
31 when Mr Tony Hargreaves 
retires. Mr Hargreaves 
continues as chairman of 
Bockware’s pension trustee 
companies. 

■ Mr Roger Hills has been 
appointed chairman, and Mr 
lohn Henderson man ag i n g 
lirector, of Schroder Personal 
■ ftwsTH-Uil Mannp Hment- Private 
dient investment arm of .. . 
SCHRO DER INVESTMENT 

janagement. 

■ Mr Roger Payton, a 

nutexBcutive director since 
1-85, has been appointed 
(jiputy ph g ^ rTnMn GREA T 
PORTLAND ESTATES. Mr 
j ot jarred, who retires as 

. —Jt mU<AM Dai 



managing director of the 
construction technology 
dMflkm. He was projects 
manager, London office, 
MlIIer-Drack International, 
a specialist stone company. 

m TJPS INTERNATIONAL has 
appointed Mr IQd Parsons 
as managing director of 

naanriatewamanv . C ont r a ct " 

Admi nist r atio n, PrisW- Re 
Was director of support 
services with UPSI subsidiary 
United Professional Systems. 


nior partutii u* 
oi April SO, jotos the Great 
Portland board on May L 

■tot. KILR OE GROUP haa 
■aipointed Mr William Lowy 
asplant director, a new post. 
JB, was with George Wimpey. 

I PARKWAY GROUP has 
former DRG arief 
j Mr Mog«r Woolley 

i chairman. 


At HAMMEBSON PROPERTT 
INVESTMENT AND 
DEVELOPMENT CORP Mr 
Tony Ball, chief executive. 
Hammer-son Property Pty, 
Australia, has been appointed 
to the main hoard, retaining 
his Australian post. Also 
Joining the main board is Mr 
John Richards (pictured), 
London office development 
director. Hammer-son UX 
Properties. 

■ MrlionelCaxlia&been 
appointed dir ec t o r of 
operations a t Oty deal erboa rd 
supplier CONTEL IPC (UK). 

He was installation manager. 

■ J. ft J. FASHIONS has 
appointed Mr Graham Ml Tier 
as joint assistant managing 
director, and Mr John Knowles 
as production director. 

■ OCEONKS GROUP has 
appointed Mr Allan Starkie 
as chief executive and 


■ Mr John Dashper, liuma g ta i 
director of the recently 
acquired Rockingham Plate 
Group, has been appointed to 
the group board of BROOKE 
TOOLENGINEERING 
(HOLDINGS). 

■ WOOLWORTHS has 
appoi n ted Mr Pan Bernard 
as MZS director. He joined 


ma rketing director. Mr Paul 
w uhhhimb , c ommodities 
director, becomes external 

flffflir s doctor. 9nd 

resptmsibility for commodity 
buying will be transferred to 
Mr Xu*, lo gi sti c s 
director. 

■ CARCLO ENGINEERING 
GROUP has appointed Mr 
David William xawm as gm np 
finance director. He was 
managing director of E J. 
Arnold & Son. 

■ Mr Paul Meredith has been 
made chief executive of UBS 
ASSET MANAGEMENT, and 
exe cutive cha irma n of P hillips 
& Drew Fund Management. 

vccrpK? 7 


: year from Nabisco Group, 
where he was group 
information services director. 
Mr Martin Toogood, managin g 
director of Habitat UK, joins 
WocriwOrths as retail 
operations director on April 
A 

J m CADBURY has made the 
following changes from March 
5. Mr Stephen Ward, 
marketing director, becomes 
buriness development director, 
taking responsibility for 
franchise activity and for 
Jamesons. Mr John Taylor, 
managing director of ITpet, 
a computer service company 
owned by Cadbury Schweppes, 
succeeds Mr Ward as 



Mr John H odson (pictured) has 
been appointed fina ncial 
division al director of FOSTER 
wriJsky.ER, Reading. He has 
been implementing the 
c ompan y’s new online 
accountancy system. 


show a net rise of 10 at BlOp. 
Tilbury recovered 7 to 635p, 
Taylor Woodrow regained 4 to 
275p, after 2&4p, and Costain 
picked up 3 at 375p. The losers 
included Alfred McAlpine, 
down 11 further to 334p, 
JLaing 7 off at 277p and 
KUDiratiB8> which shed 16 to 
404p. 

Id traded nervously ahead 
of today’s remits, the shares 
giving up 11 to I027p. 

Yorkshire Chemicals 
reversed recent rises and the 
shares fell 4 to 374p as profit 
takers moved In with the 
release of the company’s full 
year res ults in line with mar- 
ket ***|* **<^*ilitfiTm 

Profits rose by 13 per cent to 
£9.6m in the year to December 
1989. Mr Martin Brans at BZW 
said the results were In line 
with his expectations and 
added “prosp ec t s for file com- 
ing year are encouraging par- 
ticularly in the colours area 
where volume and price gains 
of 5 per cent are expected." 

Body Shop fell 15 to 550p as 
tin* stores team at Goldman 
Sadis questioned the validity 
of the company’s 33 timas earn- 
ings rating. Goldman said sales 
growth at Body Shop was fall- 
ing “as you would expect in 
the middle of a retail slow- 
down." 

Smith Tiwtnqfriwfj recently a 
weak market was one of only a 
few stocks to buck the market. 
The shares added 3 to 227p. An 
analyst said: The shares have 
been oversold an defence fears 
but tbs results (doe on 

April 11) are likely to beat mar- 
ket expectations.” 

Kwlk-Flt dipped below lOOp 
as Continental AG, the West 
German tyre maker with a 13 
per cent stake in Kwik-Fit 
announced it was to hoy the 
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Natkmal Tyre Company from 
Michelin UK for £l40m. Kwik- 
Flt fell 6 to 98p as the prospect 
of a bid from Continental 

fadud 

Tate ftLyle lost 9 to 305p as 
file US institutional investors 
who Had been recently in the 
market stopped buying. But 
Tate visited Hoare Govett on 
Tuesday evening and left 
Hoare’s analysts encouraged 
by thawr optimistic stance on 
Sncralose. Mr Richard Work- 
man of Hoare said that if 
Sncralose, a diet sweetner, is 
approved by Che US Food and 
Drug Administration, Tate’s 
profits should rise. 

Snaifiii and Saatchi fell 
quickly as County NatWest 
WoodMac Issued a sell note an 
the stock. The shares dipped 
below £2 before closing at 202p, 
a fell of 15 on the day. 


Dealers said that (me securi- 
ties house was ‘trying to 
unwind a iii» of 500,000 United 
News p apers shares, acquired 
in last week’s programme 
trades. United fell 16 to 365p. 

BICC eased 8 to 401p as 
Kleinwort Benson trimmed fall 
-year profit expectations by 
£15m to £205m. Kleinwort 
blamed the weak Australian 
dollar where BICC derives 30 
par cent of its profits for the 
cut, thoug h the analyst Ms 
Janet Siddaway refused to 
elaborate. 

Yesterday’s stockmarket 
falls in Hong Kong where 
rahip mill wireless hag a con- 
trolling stake in Hong Kong 
Telecom, c aused the C and W 
shares in Loudon to ease 10 to 
524p. 

Interest in the traded options 
market helped BAA buck the 


market’s weakness to close 5 
up at 382p, while renewed insti- 
tutional buying pushed P & O 6 
better to £L6p. "They usually 
have a good run ahead of the 
figures," said one trader. 

Dealings resumed in McLeod 
Russel following the placing of 
lB.75m shares, representing the 
Interests of the Guthrie family 
including those of Mr J Guth- 
rie, a former non-executive of 
McLeod, with institutional 
investors. The placing of the 
shares, some 43 JB per emit of 
McLeod’s equity, was effected 
at H5p compared with the sus- 
pension level of 132p. The price 
touched 126p before easing to 
dose at 123p. 

■ Other Market statistics, 
including the FT-Actuaries 
share index, London Traded 
Options, and recent issues 
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FINANCIAL TIMES THURSDAY FEBRUARY 22 


CURRENCIES, 



AND CAPITAL MARKETS 


FOREIGN EXCHANGES 


FINANCIAL FUTURES AND OPTIONS 


Dollar down in nervous trading 


LIFFE UNG GB.T FIRMS BUMS 
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NERVOUSNESS ABOUT the 
performance of equity markets 
and fear of rising inflation 
dominated a quiet foreign 
exchange market yesterday. 

A fell of over 3 per cent in 
Tokyo share prices had as 
much impact on the dollar as 
the yen, as traders worried 
that Wall Street would suffer 
similar losses, but at the time 
of the London close US equities 
were showing relatively small 
losses and signs of recovery. 

The dollar weakened, but 
dealers were generally satisfied 
by the currency’s ability to 
shrug off bad news, Including a 
larger than expected rise of LI 
per cent in January US con- 
sumer prices. This was the 
largest monthly gain for more 
than 7 % years and took the 
year-on-year inflation rate up 
to 5J2 per cent from 4.6 per cent 
in December. 

Although the US inflation 
outlook is bad in the short 
term, it is something of a dou- 
ble edged sword for the dollar, 
and could help underpin the 
US unit if it makes an easing of 
the Federal Reserve’s mone- 
tary policy less likely. 

The inflation situation is 
also likely to improve quite 
quickly, since it is largely the 
result of bad winter weather 
pushing up the use of energy 
and the cost of food. 

Traders therefore took a cau- 

£ IN NEW YORK 


tious view of the prospects for 
the currency market, but gen- 
erally marked dollar lower. At 
the London dose ft had fallen 
to DM1.6650 Cram DM16745; to 
SFrl.4745 from SFrL4840; and 
to FFr5.6525 from FFr5.6875, 
but was little changed against 
the yen, easing to Y145.30 from 
Y14535. On Bank of England 
figures the dollar’s index 
declined to 66J) from 67.0. 

Sterling remained supported 
by high London interest rates 
and hopes that the British 
economy will avoid a recession 
in 1990. City economists viewed 
favourably news that UK Gross 
Domestic Product grew 0.6 per 
cent in the fourth quarter of 
last year, above forecasts of 0.4 
per cent, and against 05 per 
cent in the third quarter. 

The pound gained L10 cents 
to $L7150. It also advanced to 
DM2.8550 from DM2.8525; to 
Y249.25 from Y247.75; and to 
FFr9.6950 from FFr9.6925, but 
was unchanged at SFr2.5275. 


According to the Bank of 
England sterling’s index rose 
0.2 to 90.2. 

The D-Mark tended to 
weaken against its partners in 
the European Monetary Sys- 
tem, but was firmer against 
the dollar and yen. The West 
German currency eased to 
FFr33950 from FFr33965 at the 
London dose, in spite of the 
feet that the French franc 
weakened overall in the EMS, 
and finished only slightly 
above the Belgian franc at the 
bottom of the system. The Ital- 
ian lira was around a two- 
month high against the 
D-Mark. 

The German unit declined to 
L740.77 at the Milan fixing, and 
finished in London at L741.15 
against L741.40 on Tuesday. Chi 
the other hand the D-Mark rose 
to Y87.25 from Y8630 against 
the yen, after the fall in Tokyo 
share prices, and on reduced 
speculation about a rise in Jap- 
anese interest rates. 
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MONEY MARKETS 


Rates hold steady 


FT LONDON INTERBANK FIXING 
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INTEREST RATES remained 
steady in London. Sentiment 
was buoyed by the strength of 
sterling on the foreign 
exchanges, but dealers do not 
expect any move in UK bank 
base rates until the second half 
of the year. Fixed period rates 
in Frankfurt were also little 
changed, but call money rose 
after the Bundesbank with- 
drew liquidity at this week’s 
securities repurchase agree- 
ment tender. In Tokyo a senior 
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15 par cart 
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official at the Finance Ministry 
dismissed speculation about a 
rise in the Bank of Japan’s 
discount rate. 

In London three-month 
interbank was quoted at 
15ft-15& against 15&-15& per 
cent and in Frankfurt 
three-month money was 
unchanged at 8.325 per cent 

On Liffe short sterling 
finished towards the top of the 
day’s narrow range, at KL21 for 
June delivery compared with 
85.15 previously. It opened 
firmer at 85.18, and traded 
between 8515 and 8522. 

The Bank of England 
initially forecast a day-today 
credit shortage of £200m on the 
London money market, bat 
revised thk to £2S0m at noon, 
and back to £200m in the 


afternoon. 

Total help of £l99m was 
provided. The authorities did 
not operate in the market 
before lunch, but in the 
afternoon bought £149m bills 
outright, by way of £50m bank 
bills in band 1 at 14% per cent 
and £99m bank balls in haw* 2 
at 14% per cent. Late 
assistance of around £5Qm was 
also provided. 

Bills maturing in o fficial 
hands, repayment of late 
assistance and a take-up ol 
Treasury bills drained £469m, 
with a rise in the note 
circulation absorbing ElOOm. 
These factors outweighed 
Exchequer transactions andfag 
£200m to liquidity and bank 
balances above target of £Z65m. 

In Frankfurt call money rose 
to 7.80 from 7.65 per cent after 
the Bundesbank draine d a net 
DM9.5bn at a securities 
repurchase agreement tender. 
The central bank allocated 
DMIObu at this week’s leader 
for 28-day fends, but an earlier 
pact of DMl9.5bn expired 
yesterday. Rates paid at the 
tender ranged from 7.85 to &35 
per cent, compared with VBD to 
8.10 per cent at last week’s 

similar agreement. 

The drain of liquidity 
probably reflected high 
reserves held by the 
commercial banks. These 
averaged DM62.6bn for the first 
19 days of February, against an 
expected requirement for the 
month of DM59.7bn. 
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hO ^5 


-125 

-3 

-09 


hO.75 

,-025 

r 


•075 

Ol 

035 

+025 

075 

04 
+025 

iO» 

05 

+r 

OS 

+025 

-L5 

05 

-15 

lo 


Onpertr* 

327.99 

332.72 

334,99 

332J01 

3090 

275L3I 

mm 

4.49 





mom 

anm 

nmm 

0/6/32) 

lotestriab 

97856 

38351 

38651 

38313 

411 311 

tin u. 

41L2D 

362 






anm 

onm 

anm 

(21/6/32) 


2813 

NH 

2859 

2B55 

3S54 

24J0 

5554 

8.64 






mam 

mm 

mam 

0/10/74) 

WYSE riiaguriH 

1 M T» 

153.75 

18170 

18921 

199J4 

154.96 

19934 

4.46 





miam 

anm 

mom 

asms 

Am GQL Wataa 

35458 

3SBJ7 

300 

35878 

3970 

30554 

3970 

2931 






00/10/89 

anm 

amm 

(9/12/73 

HASSAQ Coogmfta 


42951 

42951 

42656 

485.73 

37856 

4S.73 

5457 





(9/10/89) 

anm 

mom 

01/10/73 


1,020 

& 

1.410 

1.700 


960 


1.470 

U70 


1200 
1.620 
Z 220 
1.270 
U40 
I860 
4J00 
«D 
,010 
600 
1340 
U60 


:: ras° 


nun Sec . 


NtaCvp. _™ 
KtopMOedBrt. 
NtppnDerte — 

S&SSr: 


•f^peaMertPach 
mppoaMlrts — 
WppooOH 

ffiSSBS- 

asi a= 


taonSteel. 


NKHMaCH. 
YhaeOtael — 
Dtaatiin. 
RtariSaaaD—. 

Bsan= 


RlalaBedrfc. 
tola food _ 
BBtoln— _~ 






Otaat 

OoaoaCofp. 
Otab total 
OooPham - 
Orient Fta 
OrirCorp .1 


QnrtGd. 


Wanetr 

Prtaa toed Part. 


(topNCB . 
Ryoto _ 


Sndoo - 
Saorton. 


Santa Staler. 
StaOea _ 


I Chen 


SMKotolEIPar- 
ShhabnCarB. — 
Shls-Ess Caen . 
atari 


Sbochtta. 


StatAEoaifrin. 
StanDerte ___ 
Shorn Sec Wine » 




Staler Bettrie _ 

SoraJianoB'Dtt. 


StnltonaCtrp , 


SuSunaMteto — 

SWUMIMMV- 
SinAmlhailr — 
StatmTrABk-. 


TDK . 
TihelOBp. 


TrtdnMtotoe 

TahtaPhra. ; 

WySteWli; 

TdartaBert. 




r*?D 


f-130 


943 

XT* 

,W 


1660 


ToijoB-caahj— 
Totjc Electric Pw. 
TawoEJatna — 

Tokyo Be 

Tokyo Rope 

Tokyo Sted 

Tokyo Style 

Tokyo Car 

Tekya Cop 

Tokyo Laid 


...... l Boa — _ 

TadMaEagCaa ._ 
TusNtoi Maddaery . 

ToseeCurp l 

Tots — 

ToyoCoemct ~— 
Tuoda Art loon. 

Toyota 

TitroJo®— — — 

ToivKaaetta 

TbyaSeta 

To»ob Motor 

Two Tire. 


Victor. 


Utasri. 


Yanutrie H'ywefl _ 
YagatnKogo — 
YanutoTta . — 


YokopnE 

Yrtn&aa! 


AUSTRALIA 


February 21 

AtetS +«- 


i -120 



Aterfqtt 

Atrttae Steam 


Ararib 

AtrtRrita 

BHP 

BNP Grid — 

BTR Nyta 

Bell Creep 

Befltettrtes 

sort Grip ««s» 

BTUta Copper 

ISSSp 50 ^: 


Cate tat 

CeanlRentmte — 
CUsstotParo 

Coal Aided lad 

Coca Cota AmaUI 

Danatoe'A' 

Caolth IndGes 

Energr to 

FAItarances 

Gm Pro* Tnat 

USStiisr- 

HanfleU)- 

Mortal Egaior 

sag— 

Lori lose 


430 

536 

439 

035 

4.40 
160 
532 
LB5 
L69 

9.92 
0.62 

5.92 
026 
036# 

1%’ 

0.75 

13.70 

0.96 

420 

338 

11.45 

5.40 
260 
Q 27 
OJB 
870 
1230 
7.74 
198 
100 
,242 
'230 
2J30 
L42 
027# 
LBS 
240 

5.92 
222 
2J30 
29.60 
148 
1325 


♦0.04 

ir 

♦004 

-DJJ4 

+03B 


-007 

-OJB 

-035 

-001 

-0XT7 

-015 

+002 

♦005 

♦002 

♦03 

+02 

-022 

-002 

+ 0 OT 


-001 

-0.07 

«aaz 

♦00 

+06 

-002 

-025 


AartS 
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HJCS +ar- 



HartLta 


Hwo Sena Bart: 

HarSaor&ntrt 

Henderaoeln* 

Henderson Usd 

HKAlraaft 

HKCJrta 

HKDearie 

HK 


HKteafty&TrA 

HKSkangfaaJBart — 
HKStetaJHctob- 

HKTefccoom 

HopetaKtogt 

HuerttaWha 

HycaiDn 


Jtnflee 



TetB'ast , 
YrterfWd* 

WtaBOnto 

Wtartad 

World HI KM 9 . 
ZkagFa 


260 

I430i 

B3D 

1030 

1110 

2260 

14.60 

143 

270 

467 

2430 

735 

182 

630 

1960 

2170 

B3fl 

755 

450 

735 

4.40 
545 
267 
095 
132 
9.7D 
2560 
14.80 
660 
550 
1020 
5.95 
1240 
175 
135 
2J7 
199 

15.40 
265 
720 
730 
665 
725 
142 
145 


-037 

■03 

- 0 J 

-06 

-06 

-12 

■03 

-0.07 

-035 

-02 

04 
-03 
006 
-03 
-08 
06 
-025 
03 

005 
-02 
-022 
-02 
-02 
035 

006 

-09 

-1 

03 

-035 

03 

0 B 

005 

002 

03 

038 

05 

032 

02 

-035 

045 

0.4 

023 

1-03 


MALAYSIA 


Frtraaiy 23 

HYR +•- 



0.05 

03 

0,4 

0,4 

034 

069 

033 

1-012 
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5.90 
4.48 
1300 
9.75 

2.90 
565 

7.40 

9.40 
458 
2050 
840 
170 
366 
560 


022 

04 

02 

007 

045 

045 

035 

016 

03 

02 

0.1 

-018 

hoj 


N0TE5 -Priaa on tUs page at as euotod w] 
toe toSrttoel ortaigs and ae lasL wade# 
pta. U ananlUie. § DeaUfl* WtaSSj 
rt Ex dMdud. « E« imp bae. *r Ex rirfts] 
a Ea alL 

# FWaad; hadtop da die HtUkU e rrlnn p n 
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Mta Lob OnaaCaBo 

TORONTO 
2pm prices February 21 

QombPom in cans Hitaa Marta S 
2BBZZ AMCA U 395 395 303 

IBrtAWtWPr SIB 14% 14% — % 

1000 AcJUtas SB% 9% 9%- % 

m»40aisoE svt it% a 

30BB7 AHwta En 8 U% 18% 

Z30M 3 Alcon 323% ES% 

87382S A Barrirt »% 23% 

61000 Alco I I *3% 9% 

383307 BCE Inc StS% 43 43%- % 

SaawactD 45 40 4S+ 2 

74000 BCE Mow SZ4 22% 24 + 1 
SOD BC Sugar A S1B% 15% 15%+% 
5800 BGA A 311% 11% »%- % 

062 BP Canada K1% 21 21 %- % 

139535 fia Mond (28% 20 B%-% 

19SBB0 Bk NScri 514% 14 14% 

45200 Brimeral 62 60 62 

asaaoaooiMrA *«%• u% «%- % 

39*85 Bomb* B 314% 14% 14%- % 

228822 Bo- VdY 313% 

2290 BrunahB Sia 
B7rt Braseen A SM% 

7WB2 Bnatar IBS IBS 1334- a 

16622 BC Phone 317% 17% t7% 

MBtanoor SW% T«% 16% - % 

SOOBruneta »% 9% »%- % 

142278 CAE 57% 7% 7%- % 

8340CXL Bf (3% 9 0 - % 

15000 CFCF 313% >3% 13% 

13000 Cantotar 319 »% 14% 

38KB CaoteWg 330 % 29% 2B%- % 

114000 Comp Roi 110 toe 110+ 1 

360 Camp Sac? 320 % 20% 20 % - % 
730GO Carnpoau I 284 2S6 282- 0 

12100 C Nor Wad • 339 885 386- B 
78300 C Peden SIB 15% 16 + % 

ISDCSPMet 230 300 230- 6 

110150 C Exprao f IB SB »- 2 

105B2B Cl Bk Com 326% 28 28%-% 

2900 C Marconi m% 11% ll%- % 

200 C Oriental S1B% t9% ' 

2600 CP Foraet 336 

336311 CP Ud S2*% 

300 c FVary 38% 

24913 CTM A I 321% 21% 7t%- % 

43800 CUBA I 819% 19 W%+ % 

6200 0X11 B f1B% 19% 19% 

7000 Caaamaa a 30 290 290+ 8 

SOOCmiafflA I 480 480 480- 5 

7925 Cardor 528% 29% 28 - % 

MOO Cara SM% 19% W%- % 

ISOQ irfta 44Q 440 440 

4B2 Coteneea 328 27% 28 

1482 Cm Capttd 311 10% 10% - % 

15260 CenGap A 39% 8% B%-% 

2000 CorttFd A 87 8% 6% 


Hta Lorn Ctooo Chug’ 


t9% M% 

$ nw 


i 0% 9% 9%- % 

sk \s\ a_\ 


sane ouriit 

140SO Ctnoptn 
era co sta i . . . 

77490 Comdco 323% 0% 23% - % 

2000 Compmtog 430 <30 490 

MOO Con TVX S7% 7% 7% 

2350 enure Qaa 328% 29% 26% - % 

200 Coeum Pto 315% 16% 15%- % 

96M Comm B 513% 13% 13% - % 

6BS792 Corona A I 310% W% M% 

20664 Cram A I 0% 6% 6% - % 

122*0 Donlaoo A 2*0 240 240- 9 

11757 Domaon Bt 230 220 230 + 8 

13300 Darias »% 7% 8%+ % 

5200 QJefcnM A I 0% 8% 6% — % 
27D11 Dotaaco S23% 23% 23% - % 
2802 D Tamila S13% 13% 13% - % 

tOmODomte *12% 12% 12%- % 

MSOOu Pool A 323% 0% 23k- % 
130*60 Dylan A 0% 6 9 - % 

287330 Echo Bay 820% 30 20%+ % 

7000 EmpiraA f 314 14 14 + % 

1100 Enflold 393 3B0 390- 5 

10290 Eouttys* A 380 360 383- 5 

3*80 FCA taU 510% 10 10% 

TOOOFPILd 0% 8% 5% + % 

1000 Hn Traco 9 6 9-3 

non Fad tad A 513 12% U 

MOO Fad Plan SU% 13% I3%+ % 

8332 FtonlHQ L 313% 13% 13%+ % 
7800 FCDy Hn 510 TO 10 
HO Ford Coda (164 184 M4 -2 

204 Forte 521% 21% 21% — % 
tOBOO FoorSooan 1 515% 13% 15%- % 

9800 Franco o 321 20% 21 + % 

333 GW Um 534 34 34 - % 

2SS4I Qtdactfc 430 40 4 «0- 3D 

500 OMdan 3*5 340 s*5- 5 

200 Glam He 512 12 12 + % 

2200 Gland 300 290 300 

22500 Goidcorp f 0% S% 0% 

SQMOGUKntetf 5 12% t2% 12%+ % 

7700 Granges 2T9 213 2M+ 4 

200 GL Qnxai (20% 20% 20% 

1900G1W INacn (15% M% 15% - % 
1009 Qraytad 280% 30% 0% 

S805 Gud Rea (17% 18% 17 


386 335 395+ 5 

55% 5% 6% 

329% 0% 25% - % 
312% >2% 12% , 

526% 28% 28%- % 

(17% 17% 17% 

512 12 12 

M 2 B 00 Homam i lu 11 % 11 % 

1714 H Bay Co 329% 30 30 - % 

2W12 taaaca L 534% 0% 34%+ % 

9MB1 hnp Od A 583% »% 63% -1 

167980 Inte 827% 27% Z7%- % 

700 lonocmo V\ 7% 7% 

23S35 tatar City 523% 0% 8% 


300 Karri* A 
1700 I tartar 
329 Hayaa D 
14829 Haaa Ml 
331063 Hamlo 
20B30 HoHlngr 


548% 46% 46%+ % 
(23% 23% 23% 


J3% 23% 

15% «%- % 


7316 tatanome 

1100 Inv Grp . _ 

1471 IpaM 515% 

700 Ivaco Aim 11 U 

8100 Jtneoca ( 18 % « M 

100 Karr Add (19 M IB 

1605* Lanas ei% 21%. 21%- % 

1866B3 Lae Hnria $1S% 14% 14%- % 

440 Ester pa p 621% 21% 21% 

32075 Laid lav A 520 24% 24% - % 

562073 Laidha B1 520 24% 24% - % 

300 Laur Bk 514% 14% 14% - % 

06400 LawsnM A 0% 8% • 

asooLobtes Co si«% w% u%- % 

1100 Lonvaat (22% 21% 21% - I 

700MDSA 527% 27% 27% - 

33300 Mac Kerala ss% 8% 8%- . 

23000 Macmllan 117% 17% 17% - % 

26*00 fctogna A I 0% 6% C% 

1827 Manama I *17% 17% 17% - % 
9296 Mark Rea 01% 11% 1l%- % 

3000 Memotea 0% 9% 9% 

31670 MataUM (12% 12% 12% 

3700 Udted Oy 00 30 30- W 

65301 kflnnOM 516% 18% 18% 

M800 MUM Carp 20 2*0 248- 10 

45866 Modon A 1 536% 0% 38% 

ISMttarS 637% 97% 37% - % 

ESeOBMoora 531% 0% 31%+% 

1700 Muscoeho 96 96 0 

29015 Nri Bk Can 5KH 2 10% 10% 

2400 N Burinasa 0 0 40+ 3 

2326 NariTW Eni 519% 18% 18% 

3850 Noma A 0% B% 0% 

1810 Noraoda P 513 12% TO 

38810 Noranda 521% 21% ?1%- % 

- 7779 Korean 526% SBh 26% - % 

6788 Nona A ( 526% 30 0 - % 


5*810 NC OBa 
362290 Nor Td 
200 Norlhsat 
13340 Nova I 
WOO Mo+orco 


520 19% 19% - % 

427% 27 27% — ‘ 

0 7% a + 

0% 7 7%+ . 

•w W 

esoitonwc 53% 9% 9% 

3100 Ocate a I 0% 9% 9% - % 

50 Omasa Hyd 345 MS 345- 20 

18310 Onoa I 512% 12% K% + % 
11973 OsftdM A I 530% 0% 0% 

305B PWA Corp 01% 11% 11%- % 
87260 Pgurin A f 0% 6 ■ 

KKOPamosr 2B0 20 290+ 6 
012 Pantom P 528% » 0% 

12864 PapaauB $17% 17 17 

150 PJ04H A r 04% «% «% - % 

31571 Pioneer M 32 0 0- 2 

11084 Ptacar Dm 523% 0% 23% - % 
240 Pom Pet 57% 7% 7%- % 

449TOPoar Cor f 515% 15 15%-% 

lSGOOPovr Flo 520% 20% 20% - % 
3770 Prav+QO 0% 8% 9% 


atodTri 515% 16% 15% 

7VTM flange*’ *7% 7% T%- % 

080 FtayrocA I 518% TO% «% + % 
70 Human A I 05 16 15-1 

527% 27% 27% 
if 0% 8% 8% 

10 Mo Algom 519% TO% «% - % 

23806 Ropers B I *74% 72% 74 +1 
38020 Boyd Mi 521% 21 21%- % 

35*17 RyTrco 510% 16% 15% - % 

383300 SHL SyM 0% 6 6%- % 

80 SNC A f 510% 10% 10% 

100 8*. CamA I 915% 16% 16%-% 

57985 SaekoU 515% 16 16% 

132S4 Ecoptro 40 420 425 

180 SMI Pepor 06% 16% H% 

513% 13% *3%- % 



un 598% 68% »% 

Can 511% 11% 11%- % 
: B f 0% 9% 9% 


0 %' B% a%+ % 

290 Sonora 10 145 145+ M 

57413 SoulMte 926 »% 25% - % 

2576 Spar Aaraf SM% 10% 10% 
14947 StdM A S20% 0% 20% - % 
S600TCC Bov 01% 11% 11% 

6*820 Tack 8 I 524% 24% 24%- % 

000 Terra Mn 33 SB 20- 2 

29732 ThomCor 05% 14% 15 - % 

37010 Ter Dm Bk 07% 17% 17%- % 

40 Tor Son 524 % 24% 24 %- % 

6*34 Toraar 8 1 80% 0% 23% - % 

11420 TmABa U 03% 13 13% 

150734 T/Can PL 07% 17 17% - % 

14m Triton A 51B% 18% 1B%- % 

85231 TrOnac 0% 7% 7% 

183790 Trhao A I 522 33 33 - % 

12SUAPA 00% 18% M% 


B® UMgKOB f 

see 

385 

385 

2MUn Canid 

*17% 

17% 

17% 

17338 U Entprtoa 

*12 

12 

12 

8930 verity C 

38* 

376 

378— 10 

18S00 vtoaroy R 

435 

40 

430- 10 


30 Vtoaovn f 04% 14% 14% 

1044 WIC B f 5 12% 12% 12% + % 

10 Wnfax A 5TO% 10% 10%+ % 

240 WoMemed 06% 16% 16%+ % 

90 WH Fraser 08% 18% TO% 

5520 Wraost E 521 0% 20%- % 

1200 Westmto 0% 7% 7%- % 

%0O Weston 538% 37% » - % 

034 Woodad A 225 225 225 + 5 

(-No voting rignti or raetrtetod vottag 


INDICES 


NEW YORK 

DOW JONES 


20 


Fab Fab 
TS 15 


Fob 

14 


IhBittrtih 29KJ5 2U5J9 IMS* 2UU2| 

Hoot Baedt «L09 90-46 9L55 9U5 

Tnmpert 3067.92 1079 JO 2081.26 10023! 

Males Jin ca 77i 77 223.96 win 


1989/90 


HtQH 


LOW 


2B1IU5 2144A4 

ajvm onm 

94.15 8? 35 

QJWfi 0313/90 
1532. 01 999.95 

OWN 
236.23 18L84 

anna aoom 


Since coenpHnflcn 




LOW 


2BUU5 4L22 
anm (2/7/32) 


1532.01 1232 

0/7/323 
1050 
(2/1/90 0/4/30 


STANDARD AND POOR’S 


tfMtt KW 261934 Q669J7) Lmr 2S79.05 0623651 


Feb • 


Feb 2 


Jan 28 year ago (approx.) 


DearMasriri Ml YkU 


4.09 


4.16 


420 


3.63 


Feb 14 


Feb 7 


Jan 31 


year ago (approdj 


SAP (ofetrid dh. ytrid 
SUM. P/EmUd 


ill 

1421 


3l09 

1423 


113 

14.04 


113 

1163 


NEW YORK ACTIVE STOCKS TRADING ACTIVITY 


Tuna day 

Stocks 

baited 

Ctoalng Ctatga 
price on day 

t Volume 

Fob 20 

MUions 
Fob 18 

Fab 15 

Gt N NritscB 

2.042.40 

65% 

+ 1% 

tana York 

14750 

166840 

174530 

Oen Ekil. 

15»5W 


- 1% 

Ana 

1L68B 

12517 

11597 

Philp Manta 

153300 

37% 

- % 

ursTV/i 

0 

12D220 

152576 

TnUtfta. 

L73950 

34% 

- % 

touei Traded 

3.967 

3.934 

1.951 

Bart KnrEa# 

L3O70Q 

*% 

- % 

Stan 

320 

762 

899 

AT AT 

2565.70 

» 

- % 

Mb - 

va 

727 

564 

Graetk Fd 

1.444,40 

12% 

- % * 

Unrtnaqd 

30 

445 

488 

IBM 

U«50 

102% 

- % 

Rte H«b 

13 

X 

32 

Utd. Telecom 

158550 

31% 

- 1% 

Rtalaaro 

84 

41 

61 

Gldhri Karine 

157%70 

5% 

“ % 






CANADA 

TORONTO 

Fab 

Fab 

Fab 

Fab 

1888780 


20 

IB 

18 

15 

HtQH 

LOW 

Meta & literals 
Cosposfte 

29BL0 303747 3029.97 3017.93 
3M20 3734.76 373L6C 3732.74 

3919.2 anm 

40378(6/10/891 

2933.4802/2/90) 
33505 (6/1/89) 

MONTREAL PBrtWto 

1872.% 

190L23 

190L93 

18980 20690110/10/89) 

1677.4813/1/89) 


Base n ta of ail lad ices are 100 exewt NYSE AH Common -50; Standard and Poor's -10; aad 
Tenote Conwealta aad Metals- 1000. Taranto Intflce* hased 1975 and Montreal Portfolio 4/1/ 
83. t Excluding bonfej Industrial, plus Utilities, Financial and Transportation. €c) Closed, (uj 
U nmllaMe. 



Feb 

Fob 

Fab 

Fob 

188W90 


21 

20 

10 

18 

HIGH 

LOW 

AUSTRALIA 

Ml Ortaate 0/1/8D 

AD llktag Q/l/80) 

16242 

8252 

1630.4 

B33.4 

164&.9 

8468 

164L4 

8405 

178L8Q9WB 

8751(29/8/89) 

W2.9 (7/4/899 
6522(7/4/89) 

AUSTRIA 

Ortt Aktie* 00/12/88 

64205 

6087 

66X28 

655.06 

66X28(19/2/90) 

2195(2/1/84) 

nn fnii 

Bmts SE wuan 

5673.91 

umm 

592267 

589053 

680528(26/9/89) 

551930(4/1/89) 

DENMARK 

Qataagea SE 0/1/83) 

36649 

364.40 

367.56 

37X65 

38032 0/2(90 

275.49(27/2)89) 

IWUW 

UallB Geata Q97S 

660.7 

6613 

6615 

6587 

815200/4)891 

5802 03/11)89) 

FRANCE 

OK Geata 0/12/80 

CAC 40 (31/12/87) 

488A6 

180379 

499L79 

tamifc 

5070 

1B3BJB 

5090 

187112 

MU 01/1089) 
2006.42(40/90 

4X7.9(4/1/89) 
152538 07/2/89) 

GEHNANY 

FAZ Atoka 01/12/3) 
CHmnbak D/12/5S 

DAX 00/12/87) 

75822 

2215JB 

180719 

76824 

22435 

npim 

79028 

23095 

186919 

79113 

23082 

189166 

807130/2/90) 

237020/2/90 

1999.430090 

53578(27/2/89) 
1SJ57 (27/Z/n 
127170 03(2/89) 

unNfi KQ0K2 

Hnq Scm tab CU/7/64) 

286227 

2980.90 

29680 

293925 

330924 05/509) 

209X61 B/t/Sn 

mri amp 

6EQ Oisair (4/U8Q 

178013 

178351 

1797.97 

imam 

12010(22/1/90 

136024 (U/Um 

ITALY 

BroaGoa. hto. 0972) 

66231 

6670 

67618 

67194 

7342101/8/89) 

577.49 08/2/89) 

JAPAN 

RAW 0615/49 

Tokyo S£ [Tepht) M/1/6B 

2ri Sectki K/l/681 

3573453 

26921 

4155.91 

3689552 

269658 

422954 

3722260 3746032 
271856 27460 
424439 426126 

3891527 09/12)89) 
20420 02/1202 
«840 19/2/90 

3018X79(5/1/89 

2366.919/U89 

27743807/3/89) 

MALAYSIA 

USE Oggaritt I4MB6) 

603.47 

a?TO 

620.13 

61837 

62220(20/2/90 

3573113/1/89 

NETHBILAIIDS 
CKTlUhatelBtoMD 
CBS M 5tr Sad 1983) 

2445 

187A 

246.9 

189.4 

2504 

1921 

2533 

1943 

2727 <21/9/80 
2105(8/9/891 

2083(3/1/09 

16670/3/89 

NORWAY 

QdaSE 0/1/89 

me 

mss 

81437 

8184! 

816.4106/2/90 

46717 01/89 

PHOJNPWES 

Haiti Crt* (2/1/85 

104479 

10470 

10480 

104835 

139626 00/11/80 

8042216/2/89 

SfMOAPOAfi 

SE5 AI^StaQWC (2W75) 

427.96 

4410 

44L31 

44017 

4433416/2/90 

300.07(4/1/09 

SOUTH AFRICA 

JSE Grid Q8/9/78I 

JSE taariri (2W78 

WW9 

30980* 

20130 

3UB0 

19388 

30768 

19420 

30730 

2254002/12/09) 

miMwm 

129L0 05/2/89 

muoanm 

SOUTH KOREA- 
Kara Corep El 14/1/809 

85304 

85654 

85924 

87250 

100720 0/4/89) 

844.75 01/12)89 

SPAM 

Madrid 5EG0J12/85) 

21634 

28186 

28296 


30.93 03/4/89) 

26561 0/3/89 

SWEDEJ4 

JtaM A P. W12I561 

W 

U 

U 

u 

4660306/8/899 

333X9 0/1/09 

SWITZERLAND 

Sate Bart tad. (31/12/5B 

765.4 

77L4 

7780 

7756 

8291 0/9/00 

6131 0/1/89 

TAIWAN** 

Wetaed Price □0/bAfal 

1197529 

12271.94 

1179285 U6B93D 

1249534 OQ/2/9D 

<8730(5/1/89 

THANANO 

BanRrt SET OQN/75) 

83615 

84161 

83898 

824.90 

91227 0/1/90) 

38673 12/1/89 

WORLD 

MS teta ML Q/V70 

(to 

5327 

5402 

5425 

571214)1/90 

487203/6/09 


_ .. 'Feh. 17: TahtaB Wrijkaid Price U804.4D Korea Comp Ea. B66.93 
a SriHect u offlctol rttrtctdaUon. 

kse atari ail take are 100 aOft: Bntas SE. SB) OrenH and DAX-1000. JSE Gold -258.7, JSE 
tofcntrtob - 264 3 and KmUUi Ml OMtay and BOdag - 500; Id doted, b# Uiaiallrtta. 
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Sharp- 


Mppon Steel. 

MW 

To 


Stocks CtasJng Omega 
Traded Prices on day 
342m 1.780 -BO 

11.1m 1,480 -40 MttaUI 

lOQm 685 -14 

9.1m UOO -40 
tUfcn 1.10 -BO 


Stodm Closing Change 
Traded Plicae on day 
let - &9m 750 -18 

4Jkn 1 070 40 

Nippon Mining _ 4Jm 1 'poo SO 

Kebe Start 4Jm 735 -7 

Sumitomo Ul bid 4^m 785 -16 


Travelling by air on business? 

Enjoy readracyour comptimeniuy copy of the Financial Times when 
you are traveDmg on scheduled flights from. . . 

. . . AMSTERDAM 

whh British Airways, British Midland, Canadian Pacific Air. Finnan - , 
KLM. Luf t h a n sa. Pan- Am, SAS, Singapore Airlines, Uni Airway* 
I nte rn a t ional, Transavia 

. . . ROTTERDAM 

withNLM 


FINANCIAL TIMES j 

(umpi i ■uimtti ni wMsni \ 


A daily update 
on European business news 


FINANCIAL TIMES 
BUSINESS REPORT * 

On Super Channel each morning 

07-13 07-33 07-53 & 08-13 08-33 08-53 


FT 

TV 


EUROPE'S BUSINESS TELEVISION 


O 
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4> 


FINANCIAL TIMES THURSDAY FEBRUARY 22 1990 


3pm prices February 21 


NEW YORK STOCK EXCHANGE COMPOSITE PRICES 


13 Monfli 
Mg* Lot* Stock 

37% 2+bAAfl 

St BbACMq 14» 
11$ w% ACtUfi ijb 
9% 8 ACWU nISll 
124 11% ACMMM 
11»2 10 ACM SCI .29 
84 94 ACMSp T-ai 
184 I1%AtlC& .1$ 
44 34AMCA ,12a 
«4 34 AM Ml 

234 164 AM In pf 2 
1074 K%AX4R 
54 34 ARX 
724 39 ASA 3a 
704 30%AMLab1.«0 
174 lib Abitfbl g -SO 
13 04 AcmeC 40 

94 G AemaE J32 
38% 27 Asuan 
164 124 Ma£x 2ASs 

164 74 Adobe 
204 16k Mob pi IS* 
214 i9%AdobplZAQ 
104 84 AUO 

25 204 AMD pi 3 

104 S AdWM .18 
62% «%A«nU 2.18 
M 94 ANPb 24 
25 W% Ahnua 30 
3% 2 AUeen 
504 <10 AkPrd U2 

43 224 AWlFrt SO 

254 1S*a Alicea 
S04 184 


CA'ge 

Pitta OoMPm. 

Oto.VkLE TOOaMgh Lot Quote dose 
- A-A-A - 

m is is an 3i% 304 314+ 4 
14. 396 94 04 04- 4 

it «B 114 « 11 

a 37* 

106 

ii. a» 

11. 078 94 0 9 - 4 

419 68 194 194 W 4- 4 


ll*p ii ii 

04 o 74 8 

114 u4 ii4 
114 „%♦ 4 

94 8 9 

419 68 194 184 W% 

17 *1 91 34 34 34 

B 386 34 34 34 


174 174 174 + 
8 5511 554 554 


64 84 94- 4 

31 4 314 31.4- 4 


72. 2 

. 584 + 

47 34 34 34- 

34 18*3 564 8*4 554-34 

12172811 9*4 834 634- % 
19 194 124 124-4 

43 10 4 BV B 04+4 

39 11 3 04 84 

20 M2 
13. 110 


24 


Atrtean 2« 
2ib AteP pCAte 


104 8%AIaPdpt87 
304 194 AisUkr SO 
234 ISbAUmyln 25 
264 164 Alberto *20 
204 134 AKMA s SO 
004 364 AlbBn SO 
254 Mb Alcan a 1-12 
364 254 AlcoSld SO 
34 234 AiexAlx I 

nb 47 Atm# 


110 154 154 (54-4 

37 134 « 134 

97 2 19? 184 «4 

11. a SI 21 21 - 4 

54113 74 7 74+ 4 

IQ. 110 294 294 204- 4 
30 7 191 54 54 54-4 

14 91110 si4 su4 Si + 4 

23 230 104 104 104- 4 

48 93460 184 184 194- 4 

28 24 04 24 

1012 671 444 «% 4*4+ 4 

14 16 334 42 40 42 +7% 

15 47 164 K% W4~ >1 

12. W 17 191 194 194+ 4 

03 4 224 224 22 


21 


Ml 


94 95 


3 8 6354 224 224 224- 4 
21 10 29 164 184 >64 + 4 
a 19 79 214 214 214 
12 14 165 174 164 164 
19 18 830 514 604 51 - 4 
57 52227 194 <94 194 

28 11 1621 294 284 294- 4 
2918 SS3 254 254 254+ 4 
24 W 464<K64 484 — 4 


1034 80.4 AUeflCp 1831 29 10 21. 834 83 *2 634 


4 wJAKjkn 
7-16 v|AI pC 


414 3Z*b AisUnM.20 


424 »4AUflPwiM 
164 9 AltanG 
254 12 b Alrpn a .12a 


165 7-16 7-16 7-16-1-16 

70 4 4 4-1-18 

21 6 30 364 384 38' 


89 11 ITS 364 »4 39*1- 4 

18 26 12 114 114- 4 

_ 9 1420 154 144 15 +4 

164 114 AMCto 1.60a 10.17 175 154 154 154 
254 224 Atah poesa 49 183 234 23 234- 4 

6 40 64 84 84 

69 102012 344 334 34%- 4 

79 215 104 104 n4 


74 

80 

6.4 

£.7 

79 


64 AUdPd 

404 314 AWSsnl 190 
W4 10 AiatMu ,76a 
W4 94 AisMH .73a 
114 64 AMtO 94 b 
TOh 04 AIMOC nBO 
10 84 AMI03 n. 60 

10 9 AldMPnAOo 

414 MbALTELal-to 
734 574 Alcoa 160a 

204 <o4 AmoiG 98 

294 204 Agin 90 

444 394 Amax pi 3 
W% 74 Am Dus JO 
134 104 Amcsst -*8 
154 34 Amdura 
274 64 Aiadu pit 96 
SI 4 334 AmHas .60 

20 94 ABardc a 

814 624 Amflmd 2.72 49 W 6<8 644 . . 

304 204 AHrd pC-75 99 6 284 224 264- 4 

1834 K9*i ABnt pU67 2.1 3 130 1294 1294- 4 

394 264ABWM 92 25 17 31 374 374 374-4 

27 194 ABasP a 98 49 12 11 224 224 224-4 

214 174 ACapfld 294« 12 57 174 <74 174-4 

224 19 b ACapOv 2J1a 12 5 204 20 20 

94 84 ACapte 1.10 16. 200 7 64 6%- 4 

0911 101 64 84 84-4 

47 11-84 932 982-1-32 
27 18 2289 304 «% 504- 4 
81 92241 2B% 294 294- 4 


170 94 94 94 

119 iQ4 104 U4+4 

tas 04 04 94- 4 

79 64 9 S - 4 

7EB 94 04 94+ 4 

4.1 14 1015 32 314 314- V 

29 62127 614 614 Mb- 4 

43* 89 164 M4 >84- 4 

3.4 8320* 234 22% 234+ 4 

79 2 41 41 41-4 

21 31896 B4 94 94 
4.711 61 104 010 104- 4 

5 100 44 44 44-4 

24. 37 84 94 94- 4 

19 83543 504 *94 49%- 4 
67 ZEOS a204 20 204+ 4 

634 64 -4 


114 64 ACMR 90 
1M2 5-32«|ACan 
604 47 ACyan 195 
334 2S4ABPW 240 

39% 284 AmE*p St 

224 144 AFuray 92 
364 264 AGnCp 1-53 
64 74 AmM 94a 
104 84 AGB> 196a 
104 94 AQTT 1 02 
34 184 AHBPr 292 

324 ZSb AHarit 190 
1104 644 ANorae 490 
684 «4 Amrtch 218 
112 69% AJntGr -4a 

264 34 AM 
104 94 AfflF n 1 
40% 224 APrasd 90 
16 T04 AflEat 2 

94 54 AmfUI *192 
184 44 ASS 90 

19*2 64 ASS pi 191 
54 2 ASMp 
724 53 Anfilor 1 
47 294 AT&T 130 

214 164 AmWlr 90 
154 134 AWit prIJS 
IS 54 AmMuU 6c 
464 334 Amaron 196 
20 54 AraaDp .10 

154 114 Am«ak .64 
IT 94 AraevSc 195 
56% 364 Amoco 204 
484 40 AMP 196 
154 04 Ampco X 

94 64 A mre .06 
294 224 AmSIb 1.40 
74 24 Anacnp 
384 344 AnadA 90 
T24 7 Analog 
314 224 AngaBc 90 
46 324 Antnwa 99 

204 84 Artham 
204 «4 Antony *44h 
434 284 Aon cp <-« 

194 84 Apache 98 
124 i«>4 Ape* n 91 
384 30% ApplBc 95a 
ia 74 AppMg 
234 1*4 ArcfiD ■ .10 
404 284 AraoCh 29) 

134 64 AreASk 
27% 174 Artatoc 3 1 
274 20 At u* r.aa 

51 404 Affcla pi 3 

Annco 90 
Anncpe.10 
AnnW1 198 
34 AruaE 
_ 84 AmE pH94 
354 9 Artra 
264 134 Ante 98 
364 2B4 Aaareo 190 
174 124 AlCoal 92 
43 334 AsftOU 1 

224 74 AilaPc .Me 19 

104 5% AMflav 190a 21. 4 
214 9 AodNG 

234 114 ADdn a 1 
304 23% Addas 196 
384 324 ADBwg 298 
1»4 B34AflHtdi 5 
274 2014 ABRcpTOBO 
184 M4 Ada* * 

184 14% ATMOS 1.16 
74 3 AadW 

154 1l4 Augal .40 
354 334 AualM 190 
244 T04 A use n 07a 
504 364 AutoOl 90 



-12 1 324 324 324- 4 

I 14 1332 1004 394 100-4 
1 12 2*88 504 544 50 +4 


ZZ* 224 2-1 

34 34 34+ 4 

r it 



74 44 Avalon LQie 
274 204 AVMCO 96 
334 21 Avery 96 
324 204Awei 90 
414 21 Avon 1 


334 224 Avon pi 2 
214 f84Aydfn 1o 


39 K? (0800 25b dtob 994 
29 16 1941 154 154 

59 9 560 ZflV 

11. BS 77, 

11 . — - - - - 

TO 83 W4 194 TO la- 

11. 12 200 204 204 204 

3.71' 

49 

&9*. 

9 12KI2 944 034 9*4 — 4 

54 34 34 34 

ia m 94 sv 94 

29 106 234 234 234- 4 

17. 7 36 114 114 114 
27. 2 165 54 54 54- 4 

ItL T7T 44 0 *4 *4- 4 

25. 11 74 74 74- 4 

117 24 24 24 

19 M 172 50 5*4 08 + 4 

3.1 15 17060384 38 384- 4 

49 11 1C2 174 174 174 

89 *160 M4 144 144 

SB 8 8 

27 13 24 404 404 464-4 
IS 1757 34 d 54 54 

8J 14 724 12 dll 4 12+4 
TO 0 104 W4 104 

3.7 18 7900 X 554 S&4 

29 18 1610 474 464 *74* 4 
32 19 94 d **4 »4- 4 

19 03 7 6 4 64 

6.1 B 476 22% 224 

18 1175 

938 630 334 

2D 122 _ . . 

29 14 49 284 20 20-4 

£5 134856 354 344 35 - 4 

14 106 2Q*a VS4 20 -4 

30 9 205 134 144 144* 4 

39 10 663 37 364 37 - 4 

1.726 20* 184 18 «4+ 4 

89 30S 114 114 H4- 4 

1.1 7 11 32 32 32 

112 84 64 "4- 4 

9 114081 T94 19 194- 4 

79 9 260 354 354 354- 4 

TO 101 04 94 84-4 

39 II 3913 284 204 284 

*4 2541 23% 23% 2S%- % 

89 151 48% 46 464+ 4 

42 5 808 94 9% 94- 4 

99 0 224 224 224 

31 9 087 34% 334 3«4 + 4 

4 3% 3% 34- 4 

13 57 W4 104 «4- 4 

m 104 h>4 »%+ 4 

4921 MS 15% 18 15-4 

09 8 673 274 264 27 -4 

1912 26 T74 17 174- 4 

£032x013 364 3S4 384+ 4 

582 17% 174 174- 4 

183 74 74, 74- 4 

48 104 19% 194- 4 

31 0 19 124 724 124 

7.1 13 267 27% 27% 27*2- % 

7910 105 374 394 36V- 4 

4912 2598115% 112% 1154 + 14 
19 1 Z72 272 272 -14 

T7 20 174 17 17 -4 

69 20 35 184 18 18 - % 

6 3V 34 34- 4 

34 14 « 12 1l4 11%+ 4 

3914 T 34% 34% 344 

4 102 184 174 17%- V 

19 19 3015 504 484 00 - 4 

17. 8 54 5% - 

1.7 16 2 2*4 2*1 

19 16 518 29% "■ 

£1 17 517 294 2B4 294 

304 814 + 


DU - <9 

284 294+ 4 


32 15 2007 31 . 

70 2020 264 234 264 + 

31 8 2* 14% 14% M% + 
-B-B-8- 
40 »4 BCE g 292 

104 64 BMC 

30% 234 BP^ n 1-800 09 483 304 294' „ _ 

&7 7 48 2B 27% 274- 4 


31% 274 BRE £40 
16% 104 BRT £Ma 
254 144 Balmco 1 
2*4 194 BaanF aa98e 
274 M% BakrHu .46 
00, 424 BkrH pC390 

24% 164BaMor a 43 
344 254 Ball 1.12 
294 W4BaltyM 90 
154 T04Bmeq> 95 
34% 28% BaBQE £10 


79 736 364 334 364 

7 28 74 8% B%- 4 

M 403 304 234 294- 4 
8J 7 48 28 274 27%- 4 

22. S 500 104 d 84 10-4 

6625 37 154 IS 154- 4 

«. 9i 194 to 4 i«4- 4 

1.7 a 9507 Z74 264 274 - 4 

&1 11 574 674 S74+ 4 

£4 19 IS 204 20 204+ 4 

3920 157 294 2B% 204+ 4 

29 12 1531 W% 104 104-4 

49 0 108 114 10% 114+ % 

6.7 10 1066 314 30% 314+ 4 

S3 484 BattpS490 87 zlSO 51 4 61% 514-4 

*14 214BlteOna 194b 3612 614284 29 294-4 

12 64 BneFla M 69175 5 7 7 7 -4 

■»> ajBcHfV 1.15a U 372 324 324 324+ 4 

E4 194 BncCM 96a £3 8 1 20% 20% 20%+ 4 

SB4 45 BnSam 1.16a £7 11 88 434 «9 43 -2 

**■» 4 BanTex 200 7-32 134* 7-32 

004 664 Bandog 1 1915 2*4 704 78 784- V 

304 134 BkSasi 13* 8.1 16 SS18 164 16 164 - 4 

394 204 BfcB plA342a 11. 10 304 364 304 

39 SB4 BkS plB339a 11. 4 30 30 30 -14 

704 60 BM pKXUBa 11. zlOO S3 S3 53 +1 

3*V 24 BtNE 6196 44 4 44- 4 

05 344 BkMT £12 30140 1271 374 384 37% + 1 

394 M4BNTadA333e 9 l7 3 344 344 344 

364 204 BnkAin 1 39 7B032 284 Z74 26 +4 

»4 344 BkA pfX40a 99 24 364 M »4+ 4 

05V 57% BKA pi Ga 99 180 01 G04 604- 4 

6% 44 BkA pi £25 44 44 44 *4 

664 30% BankTr 293 &fi 30BH 38*2 384 394+4 

174 B Banner a 3B5 10% 10% 10% - 4 

304 20% Banday 190a 47 6 24 30 30 36 

264 2* BarH pr296a £9 13* 25 24% 24% 

264 Z34BaiSpn91e 6.1 04 2<% M% 344- 4 


The worlds first 
King Size Filler cigarette 



QFTB9 

MIWBt 

NEVaiEOUflUED 


12 Monfli W Sa CM* Pre*. 

H*gb Low stock IMv.Y1LE I CO al U tf i Lev QuetoCtoee 
104 Bard M £2 15 1481 U4 17% 10 +4 

- - - £4 13 69 2540254 26%+ 4 

3.7 8 834 324 32% 3Z4~ 4 
1.65£ 051 13% 12% 12%- 


miu 

264 

39% a4 BafnCp 1.40 
40 29% Booth 120 

13% 54 BaraH 70 
16 Bass o 
19 13 BaOIA .10 

964 *54 Bawch 1.16 
284 184 Baxter w 
40 35 Bax DU3.45e AO 


1238 19% 10% M4+ 4 
41 940 »4 16% 164- 4 
14 471 93% 634 S34- % 


a a 


M 

£2 

£7 10 6050 2* 
S 384 


23% 73^ 


B4 384 384- 4 
BaxpSUO 49 202 71% 71% 71%- \ 

EaySO alTO &4 9 62 18% 18% 10% 
7 99* 12% 


17 114 BeerSt JO) 45 7 99* 124 T2% «4 

SV 214 Bearg * 94 29 10 101 354 »% 7*4- 4 

154 84 Beater .6H &! 6 MS 10 9% W + % 

224 BeUna 78e 19 10 283 154 IS 104 

1814 1147 38% 50% 394- % 
5.1 163206 87 60 60%- 4 

£4 IT 378 194 184 104 
4J9144M1 51% 61 61 4- 4 

19 30 44 36 3*4 3*% 

26 (6 60 20 20% 29+4 

48 W 299 *7% *7% 47%+ 4 
95 • 1 454 49% 454+ 4 
BA ISO 204 794 20* 

A 3 1671 


62% 484 BedDk 199 
114% 72%BaUAfl 4.40 
174 134 Bound .40 
£4 404 BeltSe 2.52 
41 34% BMbAH M 

374 3* Sarnia 72 
584 42% EeidCp £20 
46% 43% B«WC pM.30 
20% 234 Banal pOAO 


34 14 Enfffl 6 021 
14% 12% Bwwta n 
% 3-120 vtBerhcy 
89004700 B«hHa 
174 IS Berta n 
164 72 BeiyPaASa 
104 S4Baa«y 
27 154 BeffiSO AOa 

2S% 234B01SPIB290 

10 3% Sevrty 

234 94 BiocB ,10a 

234 16 BirStl A0 
»% M%8lactO 40 
29% 25 BfcKCp 194 

94 94 BAMb 193 

11 e% snorr JJS 
374 264BSCWH198 
214 104 BiefcE a 
18% u4BbiaAr 94a 

64 64 BhieCbp J9a 
64 
4a 


1M '4 4 4-«2 

18 Z310 7375 7200 7376 +90 
25 578 TB% 154 (S4- 4 
£4 24 68 104 184 194-4 
SO 81 7% 74 74+ 4 

IA 6Z2B5 174 10% 17 + 4 
11. 19 234 234 234- 4 

1026 44 4 44+% 

9 16 227 18 154 16 + 4 

£2 7 224 164 16% 104+ 4 
£5 029 104 10% >04+ 4 

6.1 12 02 274 264 20%- 4 
1£ 004 0 8% 9 

99 1772 10 0% 10 + 4 

4.110 002 314 31 314- 4 

20 1446 15 M4 16+4 
£3 13 470 14% 144 M%- 4 

1£ 62 •% 04 04 “ 4 

114 804 904-1 


«4 Boeing *170 £9717390814 «4 904-1 

354 BoiaeC 192 42 91112 37% 394 394- % 

104 *4 Bolster 99 19 94 0 64 8% 

11 6% Bond 10 104 104 104 

1% 4 Bend M At 9-10 4 4 

_ # HO 114 114 114- 4 

0 oe 10% »4 104- 4 

2584 324 31% 32%- 4 

• 45 174 17% 174- 4 

10% M4- ' 


10 104 104 104 
81 9-10 4 4 

TO BardC pr£4Sa 22. 6 50B 114 11' 

24 9% BordCb £45* 23. 

£74 Borden sAO £0 

£1 9 45 17% 

8£ 835 104 10% 164- 4 

69 *530 90 80 90 - % 

49 67095 74% 2*4 7*4~ 4 
24. 044 134 t24 184- 4 

57 172 » Z74 27% - 4 

493710001324 01% 62%- 4 


2* 


38% 

194 134 BCaQi 1.40e 
274 fs4soa£d 1A2 
93 824 BOSE pi898 

344 224Bawatr120 
14b 64 Brazil 3.10a 
314 2*4BrtgSt 190 
964 444 BrMySq £17 


394 284 BrtlAir 193e 49 5 316 33% 334 33 . 

39% 774 BritQea 1A*e 4911 11937% 37% 374“ 4 
S44 BrtFI 424e LI 12 1398 004 09% 684- 4 

54 8rW>wt 290 84 7% 94- 4 

- LI S 384 22% 224 22% - 4 

3912 609 604 504 804- 4 
2210 306 94 94 94- 4 

££13 12 304 2S% 304+4 

6912 00 33% 30% 304-4 

LB 9 2B4 204 204- 4 

£4 13 9 134 04 134- 4 


71 

2*4 ia4 Britsa 1 
524 334BrKTel >90a 

12% 04 Bnwdta £0 

324 224 BHP 1-OBr 
324 £3 BfcfyUG 194 
23% 294 8kUQ pC.*7 

184 1l4BwnS7l 32 _ _ ...... 

354 £24 BrvmGp 190 08 S3 143 234 234' 234 - 4' 

C% 274 BrvmFr .04 19203775 354 3*4 354- % 

214 124 Browfc .44 £4 2070 134 1 2% »4+ 4 

304 T94Bnl>vn 90 £219 116 214 30 


284 214 Buckeye £00 AS 0 48 20% 204 264- 4 

17% 154 BeokfH 1.70a 10. 17 17% 174 174 

13% 12 BKkrv L7Sa l£ II B 13 12% 13 

2*4 10 Burma g 3 224 22 -224 

334 214 BceINfli 120 £710 2807 324 01% 324+4 

94 74 BrlNo pi AS L7 4 64 64 04+4 

534 394Br«9C .640 19441092 434 424 434 

21 17% BoroPP 196 79 H 77 184 18 18 - 4 

144 64 Buabiid 12 80S 7 7 7 

- C-C-C - 

*04 as cam ao rszr 079 38% so 394 

24 19 as* w>4 1774 U04+24 

14 84 3 34 

11 19* 11 d104 104- 4 

17. 181 9% 5% 5%+ 4 

09 71727 494 40% *94 + 14 
ML 427 7b 74 74+ 4 

139 194 U4 194 + 14 
9 9 10103*4 3* 94 -4 

4 17 7 7 7 

6 781 744 73% 74 -1% 
11. 9 23 114 114 114 


221 168 CBS 

34 24 CCX 
«4 io% cote 

a 5 CFtnce 1 
36% 45% CIGNA £86 
10 0% CKM 120 

284 IS CM. 

38% 234 CMS Eng20e 
17% 64 CMS EnH 

109% 57% CMA Fn 
124 10% CNAt 1 24 


74 

% 


49% CPC 190 £0 


214 CPI .48 
7% cm OIL 19a 
1141 


134 ii4caiuq£fe 
21% W CRSSa .12 
304 294 CSX 140 
254 214CT5 Jt 
134 94 CUC M 
294 21% CWWr n.19a 
10% 6% CMM n 

45 314 Cabot 19* 

174 M CKOGn 
434 2Zb Caaaar 
284 14% CaM 140 
44 24CBME 40a 
84 1-120 CalRE art 
10% 12% Catlhn 
304 2*4 CataM 96 
3% 4 canon 

14 4 Cm*d»g 

604 304CampSp 1 
2*4 « CdnPe g 92 
64 14 CardCa 
94 3% CnICa p(l90 
674 355 CapCto 20 
544 31%CapMd190 
20% 134 Cepald £10 
* 11% CapM pM90 


15 I0S3 63% 

1918 388 24% 8«% 2*%- % 
19 310 0% 9% 8% — % 

18 83 134 13 134 

3 72 109 18 17% 18 

42 61201 83% 334 33% 

89 12S £1% d214 £14- % 

10134 Mb 1&4 + 14 
1 27% 274 274- 4 


£1 74 400 33% 33% 334 

325 104 18 104+ 4 
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WORLD STOCK MARKETS 


FINANCIAL TIMES 


Thursday February 22 1990 


AMERICA 

Dow rebounds from Japanese aftershock 


Waif Street 

AFTERSHOCKS from the tum- 
bling stock market in Tokyo 
pushed US equities sharply 
lower on Wail Street. But sell- 
ing pressure was rapidly 
exhausted and the market 
recouped some of its early 
losses, writes Anatole Kaietsky 
m New York. 

The Dow Jones Industrial 
Average fell more than 30 
points in the first half hour of 
trading in a nervous reflex 
reaction to the 3 per cent 
plunge in Tokyo over the previ- 
ous night The early foil added 
to the sting of the 38.76 paint 
decline which the market suf- 
fered on Tuesday. 

But bargain-hunters soon 
emerged, both in the equity 
market on Wall Street and in 

EUROPE 


BOND market recoveries, and 
a relatively steady response by 
Wall Street to Tokyo’s fall gave 
a degree of support to 
depressed bourses yesterday, 
writes Ou r Mar kets Staff. 

FRANKFURT moved from 
sharp declines in the pre-mar- 
ket, when dealers saw Japa- 
nese sellers of BMW and Sie- 
mens, to an afternoon recovery 
which brought bargain hunt- 
ing in Volkswag e n and others. 

The spur was a mild recov- 
ery in domestic bonds, 
reflected in a decline in the 
average bond yield from 9.15 to 
9.04 per cent After a 10.02 fell 
to 758.22 in the FAZ index at 
midsession, the DAK closed the 
day at 1,807.19, down 16.62; 
after hours, Volkswagen was 
around DM551.50, fractionally 
higher than Tuesday’s dose, 
and Siemens was in similar 
shape at DM74850. 

Falls of DM750 to DM877 in 
Daimler, and DM6.50 to 
DM774.50 in Deutsche Bank 
were typical of the declines in 
official trading hours. Happier 
conclusions were seen by 
BASF, the chemicals group, 
which dipped only 10 pig to 
DM298.40 as it announced the 
takeover of Bioresearch, an 
Italian drug company; and 
Vfag (energy, aluminium and 
chemicals), steady at DM395 on 


the Chicago stock index 
futures pits. As a result the 
Dow rebounded quickly to 
show a loss of only about 10 
points after two hours of trad- 
ing. The market then settled 
into a trading range of 2 575 to 
2,590 an the Dow. 

At 2 pm the Dow was 856 
points down at 2,588.29, while 
broader indices, including the 
Standard & Poors 500, showed 
somewhat a nwiiff W in pro- 
portional terms. Volume was 
not particularly heavy with 
only 106m shares changing 
hands. Declining shares out- 
numbered gainers by about 
five to two. 

One reason for the stockmar- 
kefs relatively calm response 
to the bearish signals from 
Tokyo was the improvement in 
bond prices around the world. 
US bond prices rose slightly 


a 14 per cent increase in 1989 
net iiiMBw 

PARIS was lifted off its day’s 
lows by Wall Street's relatively 
steady response to the sharp 
fall in Tokyo. The CAC 40 
index finished 2657 down at 
1503.79, after felling to 1,783.69 
mi interest rate worries. Trad- 
ing remained nervous, in spite 
of a rally in domestic bonds. 

Eurotunnel rose in Ok» 
day’s most active trading, 
adding 95 centimes to FFr58.05 
after the signing of a new con- 
struction agreement by the 
channel Tunnel's contractors 
late on Tuesday and the 
appointment of a new project 
chief executive. 

Rh0ne-Poulenc’8 certificates 
lost FFr10 to FFr990; the chem- 
ical company reported net prof- 
its up only 4 per cent in 1989 
and warned that earnings 
would fell this year. 

AMSTERDAM also ended 
above its lows, as Wall Street 
seemed to stabilise. The CBS 
tendency index closed 1.1 
points, or 1 per cent, down at 
1065, after falling to 1055. 

The nervousness of the mar- 
ket meant that Royal Dutch 
lost FI 1 to Fi 143.60 in spite of 
reporting a 34 per cent gain in 
1969 net profits. Tulip Comput- 
ers fell FL250 to FI 3150 after 
announcing a 30 per cent prof- 


along the whole yield curve, 
but traders were even more 
cheered by the much bigger 
gains recorded in West Ger- 
many and Japan. The good 
news from abroad appeared to 
offset the bearish impact of a 
worse than expected consumer 
price figures. 

The Labor Department 
reported that January con: 
swner prices increased by II 
per cent, while prices exclu- 
ding food and energy advanced 
by 05 per cent 

Both figures were considera- 
bly higher than market expec- 
tations, but were generally dis- 
missed as a temporary 
aberration. The Treasury’s 
benchmark long bond rose by 
Vi to S8&, a price at which it 
yielded 8.65 per emit 

Another midly encouraging 
sign for equity investors was 


its decline. 

BULAN ended weaker, but 
above the day’s lows as the 
Condi index closed 557 down 
at 662.3L Falls in foreign mar- 
kets, tension inride the Chris- 
tian Democrat party and uncer- 
tainty about the future of the 
chemicals company, Enimont, 
all weighed on prices. 

'Ranks went the trend, 
on expectations that proposed 
reforms in Italy’s savings tax 
regime, which in cl ude a mea- 
sure to reduce faxes cm interest 
income from 30 to 20 per cent, 
will favour the sector. 

OSLO declined as the all- 
share index dropped 7.14 to 
603,16. The banks index, how- 
ever, rose slightly as Norway’s 
three largest h anks reported 
improved profits for 1989. Den 
norske Creditbank added 
NKrZ5 to NKr89. 

STOCKHOLM closed lower 
as the growing political crisis 
drove investors from the mar- 
ket The Afiarsv&riden General 
index fell 65 to U335. 

Volvo, which has experi- 
enced sharp fails lately, went 
against the trend, rebounding 
SKrlO to SKr375 on low vol- 
ume. 

COPENHAGEN rose as the 
domestic bond market recov- 
ered, with the bourse index up 
259 at 366.49. 


that numerous blue chip stocks 
were able to resist the market's 
general downward tread. IBM 
rose $l to $104 in heavy trading 
in spite of a broad weakening 
in the technology sector. The 
general bearishness in com- 
puter stocks was partly due to 
a newspaper report that Digital 
Equipment might announce its 
first ever quarterly loss in the 
current quarter. DEC’S shares 
fell $1% to $72%. Another loser 
in the technology sector was 
AT&T which fell $% to $38%. 

Energy stocks generally 
resisted destines. Trading was 
particularly in Schlomberger, 
the oilfield service company. 
The shares advanced $% to $50 
with of over one million shares 
traded by early afternoon. 

Among special situations 
stocks, Avon Products gained 
$% to $31% after announcing 

Zurich gives 
Ciba-Geigy 
move muted 
welcome 

CIBA-GEIGY’ S decision to 
open its registered stock to tax- 
eigners had a relatively muted 
impact yesterday, but brokers 
and analysts were sure that 
the longer term effect for Swiss 
shares would be positive, 
writes William Dullforce in 
Geneva. 

infliuwi(!f j principally by tfa 
interest rate outlook and weak- 
ness in world ™riwfa», 

the composite Swiss index fen 
05 per emit to 1407.6. However, 
within that, the index for 
bearer shares fell by 1.4 per 
cent and registered shares by 
only 0.4 per cent 

The fnrigy for non-voting par- 
ticipation certificates actually 
rose by 0.4 per cent. Ciba-Geigy 
added a refinement yesterday 
to Nfestld’s initiative on open- 
ing registered shares to for- 
eigners 15 months ago, by 
offering to convert Its partici- 
pation certificates into regis- 
tered stock. 

Mr Martin Ebner, whose BZ 
Bank was the biggest trader on 
Zurich last year, said that, the 
next few weeks could be very 
exciting. Other companies 
were now bound to follow Nes- 
tte, Switzerland’s biggest con- 
cern, and Ciba-Geigy, which is 
the third largest company by 


the sale erf its Japanese busi- 
nesses. Kimberley-Clark fell 
$2% to $64% after the chair- 
man told analysts that margins 
could be below the 2989 level 
this year. 


Canada 


NERVOUSNESS over Japanese 
Interest rates pushed Toronto 
stocks as much 32 points down 
in early trading but by noon 
tiie market had recovered some 
of its losses and the composite 
index stood 185 paints down at 
3,673.4 on volume of 15.4m 
shares. 

SHL Systemhouse dropped 
C$% to C$6% after felting more 
than three dollars on Tuesday. 
The computer company 
said that second quarter earn- 
ings would not meet analysts’ 

w v pw' ta Hnftg. 


Cfba Q algy 

Registered shares SFr 



market capitalisation ami is 
regarded as among the most 
conservatively managed. 

Mr Michel Kwh, fWrf ana- 
lyst at Lombard, Odier, said 
that, with so many uncertain- 
ties hovering over the market, 
it would be silly to pretend 
that Ciba-Geigy’s decision 

WOUld imwigrifately instil life 

into the bourse, but the aban- 
donment of discrimination 
against foreigners by nnntftgr 
leading company must eventu- 
ally rein for ce the market. 

Ciba-Geigy registered and 
certificates rose SFr90 and 
SFr250 to SFT2580 and SFI2530 
respectively, as the bearers fell 
SFr340 to SFr3570. 

Investors also bought the 
non-voting stock of co mpani es 
that might be expected to offer 
conversion into registered 
shares. Wi n tert hu r’s participa- 
tion certificates, for example, 
climbed by 25 per cent, while 
its bearers fell 6.1 per cent. 


Bourse declines decelerate after 
mild domestic bonds recovery 


ASIA PACIFIC 


Nikkei plunges 3 per cent 
as gloom becomes alarm 


Tokyo 


MERE GLOOM gave way to 
alarm yesterday, as the Nikkei 
average suffered its third big- 
gest setback in history, plung- 
ing 1461.19, or 3 per emit, to a 
2990 low Of 35,734.33, writes 
ificftiyo Ndkomoto m Tokyo. 

Yesterday’s fall, which left 
the Nikkei 10 per cent below 
its record of 3851557 set at the 
end of last year, was the larg- 
est the Tokyo market has seen 
since it nosedived in the wake 
of Wall Street’s collapse on 
Black Ttfrmri a y tti 1387. 

The drop on Wail Street 
overnight, another sharp drop 
an the bond market and con- 
cern about an imminent 

increase in nffirial rilammit: 
rate left institutions with uo 
excuse to hold on. hi addition, 
arbitrageurs sold to unwind 
their futures positions. 

The Nikkei moved between a 
high of 3658559 and a low of 
35594.89. Declines were 967, 
against 70 advances with 81 
unchanged. Turnover rose 
from 335m to 473m shares, the 
Topix imtar of all Ha tad shares 
feu 7557 to 2,620.21 and, in 
London, the ISE/Nlkkei 50 
index fori 2.19 to 1,92251. 

While the bond market 
recovered in later trading, on 
the feeling that long-term 
interest rates may have 
peaked, there was a growing 
conviction that there is little 
hope of an eariy fen in interest 
rates. Equities, which have 
been suffering a severe loss of 
confidence, saw an even more 
uncertain future. 

“Market mnHmnnt hag been 
battered,” said Mr Tetsuya 
Fukami at Shearson Tnhmnn 
Hutton. The failure of the mar- 
ket to respond positively to 
any good news, the 

election results and the rasing 
of margin trading require- 
ments announced on Tuesday, 
showed how negative investor 
sentiment had become. 

The declines an Wall Street 
and in European markets also 
triggered ferns of a downward 
spiral effect in equity markets 
worldwide. The consensus was 
that it would take some time 
for equities to recover. 

Rumours also spread of 
sharp d ownwa rd revisions in 
company results. Electricals, 
which had been favoured on 
good earnings prospects, lost 


heavily. Sharp dropped YB0 to 
Yl.780 on rumours that it 
would revise its earnings 
downwards. It topped the 
actives list with 245m shares. 
Hitachi followed with lLlm 
shares and lost Y4Q to YMSQ. 

However, there were milder 
views. Mr Morihlko Ida, at 
Morgan Stanley Investment 
Advisory, saw the market 
shock in a historical context 
possibly a one-off reaction and 
even a precursor to a rally. 

Last year’s rally in Japanese 
Shares, - he pointed . out,- was 
based on a scenario of falling 
interest rates in the US 
to lower rates in Japan; com- 
ments made on Tuesday by the 
US Federal Reserve chairman, 
Mr Alan Greenspan, confirmed 
fears that the US was not going 
to see an easing of monetary 
policy in the immaiBflte f u t u re.. 

But there was little doubt 
among ptmdtts hi Tnkyn tHq t a 
stock market recovery would 
coma. The yen showed signs of 
a slight recovery, said Mr Ida, 
and bonds have stabilised. In 
contrast to the condition on 
the market at the Hma of 
1987 crash, sell offers yesterday 
found buyers and deals were 
concluded. "1 think we can 
expect a technical rebound, 
even tomorrow," he added. 

Osaka saw a relatively mod- 
erate 288.71 drop in the OSE 
average to 3846851. Volume 
rose to 715m shares- 

Roundup 

TUESDAY’S fell on Wall Street, 
and yesterday’s plunge in 
Tokyo depressed most of the 
other markets in the Pacific 
Karin . 

HONG KONG went into 
free-fall in the afternoon. The 
Hang Seng index closed down 
11853 to 2,882.27, in the biggest 
one-day fell since October. 16 
last year. Turnover was 
HK$1.66bn compared with 
Tuesday’s HK$L74bn. 

Bullishness toward local 
equities had swelled in recent 
weeks, on. the belief, that 
shares in the colony' are far 
cheaper than -those in neigh- 
bouring markets; on Tuesday it 
dosed at its best level since 
the Tiananmen Square massa- 
cre in Peking on June 4 • 

However, yesterday’s fell 
gave back half of the gains 
made this month. The property 
sector took the brunt of the 


decline, its sub-index shedding 

^SINGAPORE also took its 
lead from Tokyo, the Straits 
Umas index falling 50.98 to 
1,544.42. Singapore-based blue 
chips, financials and shipyards 
were hardest bit. Malaysian 
stocks also suffered, but to a 
lesser degree, in very active 
trading in the over-the-counter 
market in Singapore, and in 
Kuala Lumpur. The KUALA 
LUMPUR stock index fell 18.73 
to 603.47. ^ . 

AUSTRALIA rallied from 
intraday lows, as the Austra- 
Han Treasurer, Mr Paul Keat- 
ing, said that current economic 
conditions justified sustainable 
fells in interest rates. The All 
Ordinaries fell 64 to 1,6245. 
Trading was light, with a vol- 
ume of 145m shares including 
Tuesday’s block sale of 67m in 
the ANZ banting group. 

ANZ rose 12 cents to A$552 
as Westpac Banking’s acquisi- 
tion of the 75 per cent stake 
renewed speculation of further 
bank mergers. National Aus- 
tralia Bank, which last year 
was touted as a possible 
merger partner for ANZ, 
firmed 2 cents to A$652 and 
Adelaide Steamship, which 
sold the ANZ stake, rose 4 
cents to AS556. 

NEW ZEALAND continued 
to fell as the Barclays Index 
plunged 29.68 to 1518.05. Vol- 
ume stayed light at 7.6m 
shares. Brlerley Investments 
saw 15m shares traded and fell 
7 cents to NZ$Lf5, while its 
international unit. Industrial 
Equity, fell 6 cents to NZ$2.65. 

TAIWAN turned broadly 
lower, partly on profit-taking 
following Tuesday’s sharp 
gains. The weighted index, 
which ruse 47959 on Tuesday, 
declined 296.65, finishing at 
1157559. 

JAKARTA backed the down- 
ward trend. The stock index 
rose 847 to 48856. . 

SOUTH AFRICA 

JOHANNESBURG was mixed 
to easier as traders opted for 
caution, following steep falls 
on overseas markets and 
mounting fears of higher 
global interest rates. News 
that the UK would lift the ban 
on new investment in South 
Africa, together with a firmer 
gold price, gave some sup port 


Belgium remains in the doldrums 

Lucy KeDaway examines Europe’s worst performing market this year 


T HE BELGIAN stock 
market has followed a 
weak 1989, in which it 
undeperformed most of the rest 
of Europe, with a dismal start 
to the 1990s. Its drop of 10 per 
cent this year makes it one of 
the worst performers in the 
world. 

1 can’t remember when the 
Belgian stock market felt so 
marginal,” grumbled a London 
stockbroker, who makes a liv- 
ing selling Belgian shares. 

Given the strength of the 
economic background, that 
might seem surprising. The 
Belgian economy grew by 
about 45 per cent last year in 
real terms; this year it is expec- 
ted to grow a further 35 per 
cent Belgium's dreaded budget 
deficit - the highest in Europe 
as a percentage of GNP and toe 
country’s biggest economic 
headache - is at last improv- 
ing. The present corporate 
results season is bringing in 
average rises erf 23 per cent, 
helped by the cyclical recovery 
in the steel sector and by the 
remarkable turnaround at 
Sodete Gdndrale de Belgique, 
the large holding company. 


The malaise appears to be 
related to the percei ve d attrac- 
tions of Belgium's neighbours, 
rather than to Brussels’ lack of 
them. The West German mar- 
ket has risen 6 per cent this 
year on the grounds that its 
companies will enjoy a 


bond market, which has not 
only fallen in sympathy with 
the German market, but has 
had addi ti onal problems of its 
own. 

Since the beginning of the 
year, Belgian bond yields have 
risen by almost a full percent- 


jf nothing rise, have confused 
investors. The most publicised 


TRADING VOLUMES have beat surprisingly high cm the 
Belgian market this year. However, tire reported figures give 
only a partial idea of what is going on, as much of the 
business Is conducted off the market to cot dealing costs. 

According to a recent study by a British institution, 
charges in Belgium are tire highest in Europe. It costs more 
to deal on the Brussels bourse than in Milan or Madrid, and 
far more than in the more sophisticated centres of Londo n, 
Paris or Amsterdam. 

Yesterday, trading was fairly lively in the wake of falls an 
foreign stock markets, and the cash market index lost 
14859, or 2.6 per cent, to 5,67351. FN, tire arms, sporting 
goods and aeronautics group, fell BFrl8 to BFr352 after 
saying that it would make a heavy loss. 


bonanza from rebuilding East 
Germany. 

In some cases, investors 
have been selling Belgian 
shares in order to increase 
exposure to Germany while 
keeping their overall European 
weightings intact 

Another problem has been 
the sickness of the Belgian 


age point to 10.7 per cent, 
partly i nduced by a change in 
Belgian tax law, under which 
big institutional holders are no 
longer exempt from paying 
capital gains on bonds held for 
five years. 

Other minor tax changes 
have also altered the balance 
between stocks and bonds and, 


has been the reduction of with- 
holding tax on bonds from 25 
per cent to 10 per cent due to 
come into force with the new 
bond issue next month. As 
there is no similar move for 
shares, the market may have 
fallen in disappointment, 
although analysts believe such 
hopes were unrealistic. 

“It was cloud cuckoo land to 
expect withholding tax to be 
reduced on shares; the Govern- 
ment simply couldn’t afford 
it," says Mr Sebastian Scotney 
of Dillon Read. 

Changes in the corporate tax 
sys t e m have also served to con- 
fuse. The Government is to 
close some of the favourite 
loopholes, although at the 
same time it plans to reduce 
the corporate tax rate from 41 
per cent to 87 per cent by 199L 
It has warned that the net 
effect will be to squeeze 
another BFrlGbn ($286 m) out of 
the corporate coffers. That may 
sound a lot, but in a market 
that is capitalised at BFr2.5 
trillion (mOhon million), it is 
small beer. 
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-1.8 

2.74 

131.11 

114.17. 

11589 

13073 

9030 

100.71 

—05 

116.91 

121.53 

-0.4 

4.69 

134.70 

117.30 

12282 

140.05 

111.93 

12073 

ViXi 

— 18 

14189 

14687 

-1.0 

1.78 

16480 

14384 

147.82 

173.77 

141.49 

161.19 

— 18 

130.69 

14250 

-1.1 

2.09 

15257 

132.60 

14382 

162.00 

13688 

145.02 

— 18 

130.94 

141.56 

-1.1 

2.32 

152.49 . 

132.79 

143.17 

16184 

136.67 

145.62 

-15 

11983 

12989 

-15 

388 

13686 

12082 

131.02 

14582 

11481 

121.10 

-18 

13158 

141.71 

-1.1 

283 

16287 

133.13 

14359 

162.05 

.136.68 

14581 


jy right. The Financial Times Limited, Goldman.' Sacha' A Ox, and County NafWest 
set prices were unavailable tor this edition. Trading on the Helsmra exchange naa 


Securities Limited. 1890 

been reduced following a banking employees dispute. 


The 

Sunshine's on 
Trafford Park. 
Ask Kellogg's. 


A healthy place, Ttafford 
Park, for any business. 

Kellogg's chose to put their 
first European factory there In 
1938. and it's grown to around 
7 times Its original size. (It's the 

second largest ready-to-eat 
cereal factory In the world.) 

"Trafford Park Is an excel- 
lent place for companies to 
Invest' and grow? enthused 
Kellogg's, 'We'd recommend It? 

Perhaps you'd like to con- 
sider moving there, too. 

You'll find the very best 
road and air communications 
dose by (Manchester is one 


of Europe's ' fastest-growing 
airports). 

Cheaper property costs and 
a location that's Just a few min- 
utes from Manchester, Britain's 
second financial centre. 

With over two million square 
feet available,- there's a large 
variety of sites and buildings 
to choose from, too. 

And grants lore also avail- 
able for qualifying companies. 

To find out more, why not 
arrange a meeting with Derek 
Former on 061-848 0404 (U.K.). 

He'll meet you for break- 
fast, If you tlfca. 




rs..' txr-,- ,,, f 

YKAFPOBO PARK DfYILOPMIKT CORPORATION. WATUUIDC. 7* AFFORD WHARF ROAD 
TRAFFORD PARK, MANCHESTER M17 HX. UNtTYD XI NO DOM. TSLi Ml-SW 0404, 
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Western Europe's 

motor industry saw 
record sales in 1989. 
In spite of this there 
^ is an Increasing 


sense of uncertainty in the sector 
as Japanese car makers turn their 
attention to Europe. John Griffiths 
looks at the implications of the 
threat from the East 



The Rover 800 (top). Ford 
Granada Scorpio and Vaux- 
haH Carlton (bottom): Their 
kHHHtamlbig monopoly off the 
executive car market la about 
to and am French and particu- 
larly Japanese competitor* 
make dramatic headway 


Rivals step up 
sales battle 


Vehicle Fleet Management 


years of records - of approach- 
ing 10 per cent; a figure which, 
says Mr Derek Whi Stacker, 
head of the Inchcape Group’s 
motor activities, “understates 
how bad underlying conditions 
are in the UK trade, especially 
among private buyers, because 
of high interest rates and the 
Government’s squeeze.” 

In all the above circum- 
stances, fears are starting to 
grow that there could be a 
return to the “car wars” of the 
early to mid-1980s, in which 
discounting ran rife and deal- 
ers often relied entirely on 
sales-related bonuses to retain 
some profits from new car 


TO THE surprise and pleasure 
of Western Europe’s motor 
industry, 1969 provided record 
sales - for the fifth year in a 
row. Instead of the ""long-feared 
downturn in the new car mar- 
ket, some 13.48m units were 
shifted. 

In the past few months sales 
have begun to falter; but not 
by much, and certainly not 
enoug h to explain the increas- 
ing sense of uncertainty per- 
vading the industry. 

Slowly, but inexorably, car 
markets and makers are being 
drawn towards uncharted 
waters. Where these will even- 
tually toad is of fanHwiwnfaii 
concern not Just to manufac- 
turers, but to the business 
community which each year 
buys or leases several million 
of the industry's products. . 

The events unfolding have 
implications for both the abso- 
lute price levels of vehicles in 
EC countries and for the costs 
and manner of tbeftr operation. 

Most fundamental is that, 
with their North American fac- 
tories now on course _to be 
producing more than 2m cars a 
year by the time Europe’s sin- 
gle EC market becomes formal- 
ised in 1993. Japanese car man- 
ufacturers are now seriously 
turning their attention to 
Western Europe, and the UK in 
particular. 


■ By the end of 1992, Nissan 
plans to be building 200,000 
medium and small cars at its 

SniMtarimiH <mri is BXpBC- 

ted to double this level of out- 
put from the mid to late 1990s. 

■ Toyota is formally commit- 
ted to malting lOOJIOO cars a 
year near Derby by 1996, rising 
to 200,000 two years later. But 
few to the industry believe that 
Toyota wXE be content with 
this level of output and most 
expect a further doubling well 
before the end of the derate. 

■ Honda is well advanced with 
plans to buQd 100,000 cars a 
year at its 300-acre site in 
Swindon, in southern England. 
But even though Rover Group; 
in which Honda is taking a 20 
per cent stake, will also be 
receiving at least 40,000 Han- 
da-badged cars from the pro- 
duction lines of its British part- 
ner, there are similarly few 
who believe that Honda's ambi- 
tions are confined to 100,000 
cam a year for Swindon. 

Mitsubishi and Mazda have 
also indicated their intention 
to . set up plants in Western 
Europe; Suzuki is expected 
shortly to e xp and its Spanish 
four-wheel-drive operations at 

Tjmri Hmmr Santana tn tprfndt* 

its Swift small hatchback 
range; and Daihatsu may well 
attack the West European 
market from a w anufi w h iriny 


base h?«MA Eastern Europe. 

For good measure, as far as 
the UK is concerned, it is more 
than likely that Peugeot, 
Gushed by the success of its 
UK-built 405 upper-medium 
saloon range, wiU. announce 
expanded production at its 
at Ryton, near Coven- 
try in the faddy near future. 

Yet all this extra capacity is 
emerging at a time when the 
world; Is fast approaching the 
capability to build at least 8m 
mare vehicles than buyers will 
antnnTTy want, according to Mr 
Harold Poling, chief executive 
of Ford in- the US. Some ana- 
lysts have suggested that even 
Mr Paling is being conserva- 
tive, and that the true figure 
may be nearer 12m, with 
around 3m of the total in West- 
ern Europe by. the early 19906- 
In anyevent, in a speech ear- 
lier this year, Mr Poling 
described the industry as 
approaching "the commercial 
equivalent of war.” 

ft has already claimed casu- 
alties - the purchase of Jag- 
uar by Ford and Saab’s submis- 
sion to General Motors. 
Increasingly, speculation 1 b 
turning to which of the volume 
car makers will be forced to 
forfeit its independence as the 
“war" progresses. 

This prospect may dismay 
the wwwmfe tdiirH r M . But it may 
not be entirely unwelcome to 
the business car operators. 

For them, there to hnpUcft to 


the intensifying strug gle 

Riming thfl Twamrffli'i iir tfl ft tu0 

prospect of a slowing in the 
rate of vehicle price increases, 
an upgrading of vehicle quality 
as indigenous European manu- 
facturers- increase their efforts 
to match Japanese quality lev- 
1 els - which few now dispute 
set the world standard - and 
improvements in warranties 
and after-sales standards, as 
the European producers seek 
to retain customer loyalty. 

Manufacturers in the UK, for 
example, have for several years 
consistently raised new car 
prices by well in excess of the 
rate of overall Inflation - a 
trend which should become 
Incre asin gly difficult to 
as the Japanese producers 
wmw on stream. 

This, however, raises -the 
of whether European 
vehicle operators will 
relent to any. great extent on 


what has previously been a 
considerable antipathy to 
“buying Japanese.” 

Their decisions wffl have a 
substantial wr murt on vehicle 
markets, for in spite of the 
widespread assumption that 
the UK has a particularly high 
proportion of company-owned 
vehicles, that is not the 
Company car operation in con- 
tinental Europe is much more 
widespread than many think. 

Research undertaken on 
behalf of Lex Service, one of 
the UK’s largest vehicle retail- 
ing and distribution groups, 
provides strong evidence that, 
while a higher propo rti on of 
cars — 16 per cent - are com- 
pany-owned in the UK than 
anywhere else in Europe, Hol- 
land is not far behind with 15 
per cent, while West Ger- 
many’s 13 per cent means a 
numerically higher business 
car total than In the UK 


because of its larger overall 
market. 

Chauvinism among buyers 
in France and Italy, where Jap- 
anese car sales have in any 
case been severely restricted, 
is widely expected to endure 
after the creation of the stogie 
EC market and the theoreti- 
cally free movement of UK- 
built Japanese cars in volume 
across their borders. 

But the research comznis- 
skmed for Lex indicates that 
thic antipathy mi ght, be about 
to recede in the UK - a highly 
important business car market 
within Europe, with more than 
50 per cent of sales going to 
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Editorial production 


.Phillip Hal lid ay 


Half of the 2,000 companies 
interviewed for the research 
have an actual ban on Japa- 
nese vehicles. Of these, how- 
ever, the r esea r c h found that 
one-third said they would view 
Japanese cars more favourably 
if they had asso ciatio ns with 
tile UK or UK companies. 

Furthermore, ova: half the 
companies with a preference 
for British or European-faadged 
cars said they would look more 
favourably at Japanese care 
with British Hnim 
“Over the next two years, 
there are likely to be signifi- 
cant changes in attitude 
towards Japanese cars,” the 
research concludes. 

Competition is already prod- 
ucing some unexpected 
stresses and strains between 


indigenous European produc- 
ers to some markets. 

For example, while the 
launch of the new Fiesta last 
year helped Ford achieve a 
slight market share gain in 
Europe overall - its 11-6 per 
cent share comparing with 
General Motors’ 11 per cent - 
in the UK it is finding itself 
under growing pressure from 
GMs Vauxhall subsidiary. 

Long-used to a near-30 per 
cent share of the UK market 
overall, Ford’s share was cut to 
22 per cent to the first month 
of this year, only five percent- 
age points ahead of Vauxhall 

- a performance to which the 
recent Ford strike played no 
real role. 

Mare disconcerting for Fold, 
however, was the manner to 

which Vauxhall reduced by 
eight percentage points Ford’s 
tesriemhfp in the fleet sector. 

Every Ford model except the 
Granada executive car lost 
fleet sector penetration last 
year, while every Vauxhall 
model except the Carlton exec- 
utive car gained market share. 
It now looks almost certain 
that Vauxhall’s Cavalier will 
take over in the foil year the 
tide of best-seUtog car that it 
wrested from Ford’s Sierra in 
January. 

This struggle has been tak- 
ing place against the back- 
ground of a fen-off in new car 
sales in the UK so fer this year 

— also after five successive 


The “car wars,” in the end, 
helped no-one. They did keep 
the “metal” moving as volume 
manufacturers struggled to fill 
expensively-installed capacity 

- but at the expense of profita- 
bility for both manufacturers 
and dealers, and the undermin- 
ing of the used car Twariwt in 
the form of collapsing resale 
values. One of the lessons that 
should have been learned then 

- that up-front discounts 
merely mean lower resale val- 
ues so that there is little or no 
net gain - appears in danger 
of being forgotten. 

Nowhere are developments 
being watched with more con- 
cern than in the vehicle con- 
tract hire and leasing industry, 
said to be the fastest-growing 
sector in the business car mar- 
ket, even though much inde- 
pendent research regularly 
indicates that most companies 

prefer to buy «m>i manng p fhalr 

own fleets. 

The specialist contract hire 
and leasing business is over- 
whelmingly dependent for via- 
bility on correctly forecasting 
the resale, or residual, values 
of the cars of which it is lessor. 

ft looks as if a significant 
number of companies may 
have misjudg ed the dpnltoc to 
resale values that is now under 
way, and leading industry fig- 
ures are starting to talk of an 
fm pgmHng shake-out of some 
of the less expert players. 

Mr Neil Fykett, managing 
director of Cowie Interieasing, 
which operates a fleet of about 
50,000 tossed vehicles, predicts 
that “the next nine months are 
going to be very interesting." 
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Enjoy it, you’ve earned it 



Furthermore, the steering wheel will 
rake and reach to ’suit you. 


It hasn’t been easy getting this far. 
But at last you’ve arrived. . Proof of it is 
your new Ford Granada. 

Take a look at it. 

The new Granada has been redesigned 
for the ’90s. 

To complement our hatchback we’ve 
introduced a new booted version which 
is the perfect extension to this stylish 
range. of cars. . 7 .'7 • 

The spacious new boot, (173 cubic 
feet to be. exact), will , allow plenty of 
room for those golf clubs. ' 

And if you need even more space, the 
rear seats fold down. 

There’s an impressive choice of power - 
units as well, the- most recent addition 
being the new 2.0 litre Double Overhead 
Camshaft Engine. Mated, with the new 
MT75 gearbox and newly revised suspen- 
sion system, you’re guaranteed the 
smoothest of rides on your way to the 
rockiest of meetings. 

As for the interior specification. Well, 
you shall have music wherever ypu go. 
It’s just a case of which system. 

In addition to our standard range of 
radio/cassette systems with 4 speakers. 


you might opt for our Ford Premium 
Sound 8-speaker Compact Disc system. 
Which is available on all Ghia models. 

• Fast Lane magazine has hailed it as 
‘’a huge step forward in sound, quality 7 
. .Driving comfort is enhanced, as well, 

V.'"? ' 

by anatomically designed seats which can 
be: adjusted to help you find your ideal 
. driving position. 


Variable rate power assisted steering 
makes for effortless parking, and the 
generous glass areas ensure excellent 
vision as you manoeuvre your way in 
and out of the Directors’ car park. 

More important still, all Granadas are 
fitted with Ford’s award-winning electron- 


ically controlled anti-lock four wheel disc 
brakes (ABS) as standard. 

The new Ford Granada. Whoever coined 
the phrase ‘it’s tough at the top’ clearly 
didn’t drive one. 



The 4&5 door Granadas. 

For more details call the Ford Fleet Information Service on 0245 283245. 
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John Griffiths looks at trends and prospects for the company car market 


Impervious to the threat of tax rises 


NEXT month's UK Budget Is 
awaited with some trepidation 
by a business community brac- 
ing itself for yet another round 
of tax increases on the com- 
pany car. The total tax burden 
on each employee using one 
has already increased almost 
ten-fold since i960. 

Yet, according to the authors 
of the 1990 edition of Monks 
Guide to Company Car Policy*, 
even if the fears are realised, 
many employees operating the 
estimated 3m company cars on 
the UK's roads "will continue 
to prefer a fully -serviced and 
expensed company car to pro- 
viding their own.” 

And for employers, the 
guide’s joint authors suggest, 
“the administrative burdens of 
a (private) car allowance plan, 
some elements of which may 
be tax-free, can be greater than 
the administration of a com- 
pany car fleet” 

The guide concludes, “we do 
not expect higher tax rates to 
eliminate the company car. In 
most European countries the 
company car is a standard ben- 
efit at senior levels in industry 
and we do not expect the UK to 
be the exception to European 
practice.” 

Indeed, according to Mr Neil 
Pykett, managing director of 
the Cowie Interleasing Group, 
which operates a fleet of 52,000 


MOW COMPANY CARS ARK ACQUIRED 



SEE OF FLEET . 



Total 

M 

10-19 

20-49 

50-99 

100+ 


1988 1966 

1968 1669 

1968 1989 

1968 1989 

1988 1989 

1988 1989 

Base (or percentages 

936 914 

% % 

132 133 

% % 

229 205 

% % 

275 285 

% % 

126 108 
% % 

153 187 

%' % 

Outright purchase 

Purchase with minimum 
trade-in value 

Hire purchase 

Contract hire 

Finance leasing 

Ad hoc hiring 

62 61 

6 6 

15 15 

38 37 

12 11 

1 

58 59 

12 7 

23 23 

29 29 

7 8 

1 

68 59 

7 7 

22 20 

33 31 

13 12 

84 51 

4 8 

12 Is 

45 39 

12 11 

1 

68 83 

1 

11 7 

36 37 

10 11 

1 

65 65. . 

5 . 4 

- ■ 5 - 

43 48 

14 11 

, 1 
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Kevin Done on the UK scene 


Fall in output likely 


The guide says, ’we 
do not expect higher 
tax rates to eliminate 
the company car* 


vehicles in the UK, the increas- 
ing skills shortage, particularly 
in the south-east, is leading to 
company cars being made 
available further down the 
tnanagmvmt hierarchy thaw in 
the past. 

This year’s Monks Guide, the 
tenth, was prepared after a 
detailed survey of the company 
car policies of 194 concerns, 
ran g in g from small computer 

Companies to major inflnrtrlal 

and commercial groups like 
BAT, Cadbury Schweppes, Mid- 
land Bank, Scottish & Newcas- 
tle Breweries, Unipart and 
Woolworth. 

It concludes tkat companies 
will undertake a further, mod- 
est expansion of their car fleets 
in 1990, as happened in 1989 in 
spite of 30 per cent higher tax 
burden than In the previous 
year. Last year produced an 
increase of about 5 per cent in 
the average fleet size of compa- 
nies s u r v e ye d, to 516 from 492. 

Mileage — usually a mini- 
mum of 10,000 annually - con- 
tinues to be the prime determi- 
nant of which employees 
receive a “business need” car, 
as opposed to a “perk car" 
awarded for company status. 

Salary levels, meanwhile, 
continue to be the main factor 


in the allocation of “status” 
cars, with the average salary 
level at winch a company car 
is provided automatically ris- 
ing at roughly the rate of pay 
inflating last year. 

The median level among 
companies surveyed rose from 
£17^01^18^00 in the previous 
year’s guide to £19JM&£193Z 
In the current edition, 
although there was a very wide 
variation, with the “entry 
level” salary In smaller compa- 
nies often very much lower. 

The su rvey evidence is that 
“user chooser” policies - 
allowing company drivers to 
choose which car they drive 
from a list of vehicles - 
remain popular, with the num- 
ber of companies offering no 
choice in a very small minor- 
ity. Far directors, the trend is 
to no restrictions, with 69 per 
cent of surveyed companies 
allowed the car of their choice 
subject only to capital cost or 
other cash limit. Thirty per 
emit of companies allowed sim- 
ilar freedom to sales represen- 
tatives, although, obviously, 
subject to much tighter cash 

flnngfT Hinfai 

Policies towards the provi- 
sion of free fuel for private use 
also appear to have changed 
little compared with 1988, more 
than 40 per cent of sale repre- 


Norman Donkin. The current 
structure is penalising “very 
harshly” employees who cover 
a high business but low private 
mileage, they insist, whereas 
“the low business but high pri- 
vate mileage user is compara- 
tively lightly taxed.” 

H the scale charges for these 
benefits are increased without 
sub-dividing the scale which 
imposes same fan burden 
on drivers covering between 
2^00 and 18^00 miles a year on 
business, “we shall have a situ- 
ation where those who most 
need a car for their Job will 
find a company-provided car 
l” n qgifhMte the 


Mileage Is the prime 
determinant of which 
employees receive a 
"business need” car 


Companies will 
undertake a further, 
modest expansion of 
their car fleets In 1990 


sentatives continuing to enjoy 
the benefit, and three-quarters 
of directors. 

The survey concludes that 
while even a stiff increase in 
tax penalties is unlikely to 
make an employee want to 
hand his compa ny ca r back in . 
favour of an allowance to rim 
his own, the Government 
needs to change the structure 
of company car taxation. 

Those whose car is provided 
primarily as a “perk” should 
pay a larger share of taxes, 
according to guide authors Mr 
Tony Vemon-Harcourt and Mr 


authors. 

The typical essential user 
covers about UMNO miles on 
business and I0j)00 miles pri- 
vately, the guide points out 

Despite the heavy promo- 
tional spending and “hard sell” 
tactics of the specialist con- 
tract hire and towing industry, 
the guide's statisti cs continue 
to show that more than go per 
cent of company cars are 
bought outright by the operat- 
ing company, with 21 per cent 
on contract hire and 18 per 
cent an other farms of lease. 
Once again, however, there is 
m ^A»nihip variation depend- 
ing on size, with 44 per cent of 
vehicles in medium-sized and 
nraTter companies surveyed — 
those with animal turnovers of 
£2Q0mor less - being operated 
on contract hire. 

Among the other trends 
noted by the survey is one 
towards longer time periods 
and higher mileages before 
replacement, with periods of 
more than three years and 
mileages of 50,000-plns increas- 
ingly commonplace. 

Looking to the future, the 
survey found that almost 38 
per cent of the 194 companies 
questioned said that they 
planned to increase spending 


preferred manufacturers - 

1989 

read I960* 


1990 

1989 

Change 


% 

% 

% 

Chairman 

Jaguar 

37 

45 

-8 ' 

Rolte-Hoyce 1 

3 

7 


Mercedes 

14 

8 

+8 

BMW 

8 

4 

+4: 

Chief executive 



+2 

Jaguar 

42 

40 

Rover 

7 

9 

—2 

Mercedes 

12 

12 

... *7u . ..... ‘5. 

Ford . 

;fj • - 

9 

:r +2 • - 

BMW • 

'• • . 7 .. ; 

to 

•V7 - 

Other (graders 

Jaguar 

17 

22 


Rover 

14 

15 

-1 

Ford 

28 

27 

+ 1 

Mercedes 

10 

7 

+3 

BMW 

8 

7 

+ 1 

Senior manager 


35 

45 

-10 

BMW 

9 

3 

+8. 

Rover 

13 

14 

-1 

VauxhoQ 


15 

~1 

Area sales manager 




Ford 

52 

02 

-1 

Vauxhall 

21 

25 

. -4 

Rover 

14 

13 

+ T • 

—■ • 1 - j-jnra pnMtf 

Ford 

46 

47 

-1 

Vauxhafl - 

29 

28 

+ 1 

Rover 

13 

14 

-1 

MMmem “p«r*“ car 




Ford 

47 

62 

-5 

Vauxhall 

• 28 

25 

+3 

Rover 

11 

13 

-2 


a 
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1 

1 
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an their company cars. . 

In many respects, the Com- 
pany Secretary’s Review of 
C omp a n y Car Srflwwgs, which, 
this year reached its conclu- 
sions after surveying 914 com- 
panies, d etect s trends 

to the Mirminz Guide authors. 

It found Half foe companies 
surveyed offered employees an 
element of choice in their cars, 
with very few now restricting 
purchases to makes or models 
normally regarded as British. 

Vehicle age, the review con- 
cludes, remains the major fac- 
tor determining replacement 
intervals, with a mileage crite- 
rion often used in combination, 
tt found a combination of three 


year and 60,000 miles to he the 
most wide spread replacement 
.b enchmarks. 

. The review also, found that 
companies were keeping a 
slightly fighter vigil over how 
company cars were used. For 
example, it found that one 


BCH Fleet Acquisition Warning 

YOUR COMPANY FLEET CAN 
SERIOUSLY DAMAGE YOUR CORPORATE HEALTH 


F 


OR OVER 30 YEARS, BRYAN CONTRACT HIRE has provided a 
unique service to national corporations and independent businesses alike. 
Price competitive and tailor made to your needs, our service is personal, 
professional and backed up by computer technology pioneered by us to 
protect you. Don’t let your company fleet damage your corporate health, do 
let our literature tell you more 


BJG ENOUGH TO COWT-SMALL ENOUGH TO CARE 



803-805 Bath Road, Brisfington, Bristol. *M: (0272) 723344 


quarter of companies surveyed 
now- imposed penalties .on 
employees lor falling properly 
'to. .look after their cam. Only 
about one baft, however, was' 
shown to keep a dose track of 
running costa by means of 
detailed records. 

- More than two-thirds cov- 
ered all the private motoring 
costs of their employees: 

The past year, the review 
found, has also witnessed a 
substantial shift away from 
companies organising garage 
servici ng to d elegating employ- 
ees to organise th e ir own. 

One “wrinkle” observed by 
the review in the co mpany car 
sector provides confirmation, if 
an y were needed, of just how 
emotive a subject cars can be. 

The L6 litre Sierra remains a 
widely purchased car by com- 
panies - even though the L8 
litre version costs exactly the 
same and depreciates less. 

The reason? 

Simply to preserve the com- 
pany “pecking order” under 
which the badge on the boot of 
the car directly denotes status. 

*M<mks Guide to Company 
Car Polio/. Monks Publica- 
tions, Debden Green, Saffron 
Walden CELL 3LX. £70. 


COHPETEEEON HAS became fierce in the UK 
par -mar -fret fo jecesxt m o u t hs as car makers 
battle to hold up sales in a declining market. 

Marketing Campaigns ate being fotwi sifle d, 
and the ear makers are re s ortin g to' increase 
ingiy costly devices to .rapport sales and mafcK 
tain market share,. 

With hrierest rates sticking stubbornly at 
high levels, car jeodnona are continuing to. 
corffioff teas from the foS impact with an 
array of cheap finance packages, including zero . 
i n t eres t rate of fers. At toe same time, dealer 
locc nUw p rogr anm esagejtaBftBgflng and i 
maker* axe seeking togafoa competitive 
by increasing toe specification of models 
out equivalent price incrwaBs. 

According to toe latest forecast from the 
Society of Motra* Manufacturers and Traders, 
BK nv car safes are expected to fad by-dose to 
8 pee to tins year from the record 

level of 2JBlm reached in 1989 

The SMMT forecasts have been revised down- 
wards since last antowm , because of the deteri- 
oration in the UK gqnwwig outlook. Some car 
makers are mare pessimistic, forecasting a fall 
of . over 10 per cent this year in new car 


began exporting cars to Europe to late 1 988. 

The SMMT. is eonfl& mt that 
win continue to mqand strongly fa tjMtog 
decade to reach 2m unite a year to toe second 

half of the 1990s, boosted by produ^n^m 

toe Japanese "transplant^ 

development by Toyota and Honda as veil as 


Raw car sales foil by 6.27 percent In January 
to 206^93 from 220,197 8 year, 
has now been lower than a year ago tor three 
months to succession from Novembers© «m- 
suy -and for four of the last six monihSj inflii- 
Hig « dear decline from the record sales 
achieved to toe first right months of 1988. 

remand fcHK a p p ear to have come mainly 
fro&t private buyers affected by high mortgage 

refes rather than from c o rporate customer s.^ 
Fend continues as toe dominant UK market 
leader with sales of 608*17 and a riiare of 26J 
per cent in 1989. It again took tiie top three 



After rec ord sales far five years to successfa m 
from 1985 to 1989, new car demand is expected 
to remain flat in 1991 after the decline this 
year. . 

- The weaker demand in the heme market tma 
year is expected to result in a drop to UK car 
to 1.215m compared with the lJNBnr 
lari: yeast; which was the togfcesUoveZ 
1977V * -\ : ' . .v'ci ,• 

Gar production £ expected to rise agra ia 
1991, however, to around L32Sm« hel ped by 
growing- export s including increasing output 
from filssan’s car pfad in Sonderiand, which 


and fiesta, hut its ambltiansr fix restoring Its- 
share to the 30 per emit achieved earlier in the 
1980s have been thwarted, and VantoaH, toe 
UK subsidiary of General Motors of the US, is 
slowly tiie gap- from second place. 

VanxhaU is now enjoying a consider able 
mtodocMed B f i Mw a, and last year ousted Rover 
^^fr^^^dplacs to the UK car market 
fog tim first time. 

A surge to sales of Vanxhall’s Cavalier range 
was mainly responsible also for a sharp reduc- 
tion in Ford's mad. to the UK fleet sector of 
companies baying more than- 25 cars last year: 

share foD by ;4 pereantogd potote fe 
per cent, while VanxhaU’a jtmped 4 potato to 
2K0. The sector fe very important for tire yd- 
tune car producers, accounting for 674,406 sales 
test year or 29.5 per cent .of ute trial market. • 


HOLLAND 


Perked by fiscal reform 



THE DUTCH rarely get the 
luxury of a co mp any car. but 
they may enjoy it more as a 
of tax reform and com- 
panies’ back-to-basics trend. 

At the beginning of this year 
the most sweeping tax re fo r m 
package in Dutch postwar h& 
toy toe* effect, cutting the tup 
mar g ina l rate fr om 72 per cent 
to GO per cgi jt «nd simplify ing- 
the comple x inc ome brackets. 
Employees tnnrt pay on 

mflaag e refahlmrsBinent above 
44 Dutch cents a kilometre, 
making it more attractiv e in 
many cases to drive a leased 
car. where coats are covered by 
the employee. 

Employees with company 
cars are taxed on 20 per cent at 
tiie original cata logue price , 
even for second-hand autos. 
Fbr example, a H 30,600 car 
WOUld l»w«n jw Mjfimuri fanraMft 




WUl 

talk about practices and 
Among the few lrig 
companies that will publicly 
acknowledge providing cars 
are KLM. Philips, Heindken 
and Vdfoac. 

kum, for example, provides 
teased company care for . about 
150 managers fa tiie fop three 
layers of management .to-' the 
Netherlands, and has done so 
since 1982. Recently a few 
salesmen who. travel a hit got 
cars thanks to the tax reforms. 
The computer industry is 
known for beingmaregener- 
ous than most with company 
cars. So many employees most' 
travel that leasing vehicles is 
usually more sensible, than 

mt n p anM»th(g iriflABp » | lt SaVS. . 

Voimac, the rapidly growing 
Dutch software house, provides 


narrowband eschew* ttstenta- 
tious rewards fOT some employ- 
ees and not for others. Dutch 
are among: the low- 
est paid in Europe, atthoogfr 
they receive very, generous 
social benefits such as pen- 
ritmsL' .. 

1 UfatiL this year dll employees 
received eftfret financial coan- 
ppwwton for commuting - by 
car, train or bicycfe - from 
their" employers, or a tax 
deduction. As from Hay 1, that 
deduction wfil be capped. 

Dutch companies insist On 
more ehnj ffl i of autos for their 
employees timri their German 
or UK counterparts, according 
to Mr Hollander. With no Indig- 
enous into industry, it is 
easier to do that, he adds. 

. Birf Mr HhTTandpr r.Talmq fl y 

Dutch are less make-conscious 



cars for around 1.060 of its - than the Germans. Opel. Fbrd 
income of ELKOQPUte H-350 i^OA^fetfaeriandAbm^^eaJ- ^a-YolfcBwagen account for 


trman&itaxed at- 5Q .par cent 
an average rate. : That is 
cheaper than- owning a. car, 
according to Mr Freddy Hol- 
lander, head of Lease Han 
Nederland, the Dutch subsid- 
iary of Lease Flan Holding of 
the Netherlands. With a Eure- 
fleet of 100,000 vehicles. 
Plan claims to lead the 
European market in vehicle 

hmdng flint tnanafpnwmt and 

contract car hire. 

Dutch companies — like 
their co unte r par ts elsewhere - 
are increasi ngly re turning to 
their care activities and spin- 
ning off peripheral operations, 
such as transport, to speci- 
alised vendors. As a result, the 
vehicle business h as 

climbed at around 20 per cent a 
year, to spite of tiie roaring 
growth, however, environmen- 
tal concern could brake some 
of the mom entu m, It was a dis- 
pute over tiiwt 

largely brought down tiie cen- 
tre-right coalition Government 
of Christian Democrats and 
Liberals to -May 1989. The 


rpJlecanae rot the tax .'refonns^ 5S80 per ccnTafthe lease mar- 


Volmac is 
Whfle tiie Dutch vriitefe leas- 
ing market is relatively small; 
it is considered sophisticated 
by those to the industry. Lease 
Han, for example., returns net 
profits to clients or absorbs 
losses depending on whether 
actual costs are lower or 
higher than agreed in an 
annual contract. Of the 5m pas- 
senger cars on Dutch roads 
today, about L6m receive cost 
reimbursement, says Mr Hol- 
lander of Lease Plan. Of those 
L6m, about 4004)00 cars are on 
“very regular reimbursement," 
comprising 226,000 company- 
owned cars and 1&M)00 leased 



Probably the best vehicle management in Britain 


Please send me information on: t SYSTEM 8000 PLUS ^ D 

: sssssssaf* □ □ 

* MANAGEMENT □ • ACCIDENT AFTERCARE □ 

NAME POSITION TEL NO. 


COMPANY & ADDRESS 
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c . nUDI IP MARKETING. KENNING LEASELINE LTD Wessex House, Hamblcdon Rd, 
SSlg (WOB (WM) M77M, FT72/90 


right-of-centre Liberals with- 
drew their support for the 
coalition in protest at the 
planned abol ition o f a tax 
break for commuters, includ- 
ing those using cars. 

Aside from the en v iro nm ent, 
other factors such as social 
ethics, corporate culture and 
the fiscal -regime suggest that 
the company car in tiie Nether- 
lands will never assume the 
hallowed place it enjoys in the 
UK. The Dutch business com- 
munity is so sensitive about 


That pool at leased cars will 
widen to as many as 400,000 in 
three to four years, Mr Hah 
lander believes. Lease Plan 
Nederland Trmtptaina a fieri of 
40,000 vehicles. The lease mar- 
ket absorbs about 12JJ per cent 
of the 550^000 new cars arid 
each year in the Netherlands, 
according to Mr Hollander, one 
of the few exper ts with a good 
overview at tiie Dutch scene. 
That will jump to 20 par cent 
in three or four years, be pre- 
dicts. 

Company cars have never 
really caught on in the Nether- 
lands the way they have in the 
UK for several reasons. One is 
a visceral aversion - some say 
grounded in Calvinism - to 
borrowing; whether it is credit 
or leasing. A second reason is a 
corporate culture that is egali- 
tarian, keeps pay dima mfi iiie 


kef, with tiie price av er a g in g 

FL 30,000-45,000. ■•■... 

A potential obstacle to tiie 
v ehicle fleet management mar- 
ket is the growing sensitivity 1 
to environmental pollution. "■ 
The Dutch are poised to adopt 
this year one cf the most com- 
prehensive and ambitious 
national environmental 
dean-up plans to the world. 

Poll utio n across tiie board - 
air, water and sail — would be 
slashed by up to 90 per cent by 
the year 2010, fariniting a 75 
reduction in nitrogen oxide 
and 10 per cent cut in carbon 
dioxide from cars. A carbon 
dtoride tax designed to suck In 
FI 150m was imposed on Janu- 
ary L 

Use of private care win be 
heavily discouraged through 
higher taxes and fees, while 
public transport will be 
encouraged. Critics such as Mr 
A J te Veldhuis of the Liberal . 
Party claim the motorist is * 
being made a scapegoat, 
because cars account fbr only 9 
per cent of air pollution but 
would generate 47 per cent of 
revenue to combat air pollu- 
tion and acidification. 

Mr Hollander believes the 
National Environment Plan 
poses no threat to the car lease 
industry because "the demand 
for mobility will always be 
present People won’t stop stop 
driving but they will use more 
park and ride faeflities.” 

Laura Ratal 

Amsterdam 
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Our contract hire, contxacr purchase, floating rate 
agreements, safe & leaseback and fixed com management 
facilities are individually tailored to meer the special 
needs of some of the most respected names in Btidsh 
business. 

Not surprisingly, this has resulted te the industry’s 
most diverse fleet- From Mini to Mercedes, well over 
11,000 vehicles operated ma rnanner that meets die 
needs and answers the expectations of both driver and 
company alike. 



Leasecontractsplc ■ Lauriston House • PitchiU ■ Evesham WRlI 5SN 
. . Telephone (0386)870884 Fax (0386) 870898 
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They say you get what 
you pay for. 

Apparently, this is not 
strictly true. 

In the Rover 820 SE 
Fastback, you get 49.6 cubic 
feet of boot Space for £16,580. 

In the Volvo 740 GL 
Estate, you get 74.8 cubic feet 
of boot space for £15,845. 

A big boot isn’t all you 
get in the Volvo, of course. 

You get front and rear 
crumple zones, a rigid steel 
safety cage and side-impact 
protection bars in each door. 

You get a high-level 
rear brake light and an un- 
usually small turning circle 
of only 32 feet 6 inches. 

And you get electric- 
ally heated front seats with 
adjustable lumbar support. 

All in all, it seems you 
get more than you pay for 
with the Volvo. 

Or put another way, 
more back for your money. 

To VOCS, Springfield 
House, West Street, Bristol 
BS3 3NX. For a brochure 
on the 1990 Volvo 740 GL 
Estate at £15,845, phone 
(0800) 400 430 free, or post 

the coupon. 75/91 -OS-F-08. a 

Mr/Mrs/Miss , 

Address 
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VEHICLE FLEET MANAGEMENTS 


EUROPEAN CAR makers still 
dominate their national fleet 
and company car markets, but 
their grip is likely to be 
loosened progressively during 
the 1990s, as Japanese car 
makers expand their local 
European production base. 

European corporations have 
traditionally favoured 
nationally-badged cars, a 
choice that has sometimes 
been reinforced by bouts of 
national lobbying - usually 
triggered by a balance of 
payments crisis - such as the 
"Buy British” campaign of the 
late 1970s in the UK. 

While national company car 
markets are more difficult for 
Importers to penetrate than the 
retail markets, the old order is 
chang in g quickly, not only as 
the Japanese vehicle makers 
establish a European 
production base, but also as 
the definition of a British car 
or a European car becomes 
jnrreagingly bllUTed. 

The most popular fleet car in 
the UK in recent years has 
been the Ford Sierra, an easy 
choice for companies wanting 
to “buy British", as the Sierra 
used to be assembled at Ford's 
Dagenham plant to the east of 
London. 

Last year, however. Ford 
decided on the gradual transfer 
of all UK Sierra assembly to its 
main Siena plant at Genh in 
Belgium. From this autumn, 
all Sierras sold in the UK will 
be produced in Belgium, 
although some main 
components, snch as the 
engine, will often come from 
the UK. It has always been the 
case that the Ford Granados 
sold in the UK have been 
produced in West Germany. 

General Motors (Vauxhall in 
the UK and Opel in continental 
European markets) also has a 
widely-spread European 
production base. Most 
Vauxhall Cavaliers, the 
company’s most successful 
fleet car which has begun to 
outsell the much older Ford 
Sierra in recent months, are 
assembled at Luton in the UK. 
Some of the performance 
models are produced in 
continental Europe, however, 
and all major components snch 
as engine and transmission are 
imported from continental 
plants. 

All Vauxhall Novas are built 
in Spain, while VauxhalFs 
larger executive cars, the 
Senator and Carlton, are 
assembled in West Germany. 

Peugeot 405s for the UK 
market are assembled at the 
French group's Ryton, 
Coventry plant, but the British 
subsidiary struggles to come 
Ear over a 60 per cent UK local 
content, and engines. 


The Japanese are coming; company car markets are hard to penetrate but the old order is changing 


Europeans prepare for battle of the badge 
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transmissions and body panels 
are imported from France. 

The problem of defining 
what is meant by a “domestic” 
car has become even more 
formidable in the US, where 
the consumer Is faced with far 
more choice and where the 
development of a local 
production base by the 
Japanese vehicle makers has 
reached a much more 
advanced stage. 

According to Mr Michael 
Losh, general manager of 
General Motors’ Oldsmobile 
division, “the lines between 
what were once known as 
'domestic* and ‘import’ cars 
have become blurred. Now 
there are the 'captives’, the 
transplants’ and a long list of 
products that are the offspring 
of international joint ventures. 

“Who can blame the 
consumer for asking: ‘Is a 
Honda from Ohio more 
American than a Chrysler from 
Canada'. . . or a Mercury 
from Mexico?” As one extr e m e 
example GM sells as the 
Pontiac La Mans in the US a 
car which Is essentially the - 
Opel Kadett/Vauxhall Astra, 
designed and engineered in 
West Germany and assembled 
in South Korea by Daewoo 
Motor, GM*s 50 per cenbowned 
associate company. 

Japanese vehicle makers axe 
developing a capacity in North . 
America to produce 2m 
vehicles a year by the end of 
1991. As Mr Losh remarks, 
“soon there will be more 
Nissans from Tennessee, 
Toyotas from California and 
Kentucky. Hondas from Ohio, 
Iauxus and Subaros from 
Indiana,' Mitsubishi from 
Illinois and • Mazdas from 
Michig an.** 

At the same time, the issue 


Nissan hopes Its Primers, 
(above) due to be launched in 
Europe in late 1990 and buHt 
to England, wffl help It carve 
out a burger share of the com* 
pany car market, tt will com- 
pete with Ford’s Sierra 
(above, righQ and the Vaux- 
had Cavan er (right) 
of how to define the “local 
content" of a car is one of the 
most trade questions 

currently facing the motor 
industry. 

Depending on what formula 
is selected, it is perfectly 
possible tor one car maker to. 
claim that its products are 
exceeding 70 per cent local 
content, while its rivals can 
counter-claim that the local 
content is at best around 50 per 
cent 

What is dear is that while 
company -car buyers* 
understanffing of these issues 
is becoming more 
sophisticated, many are still 
lagging behind the complex 
reality of today’s global car 
industry. 

The last report by Lex 
Vehicle Leasing on company 
cart still talks of fleet 
operators’ Britisbozdy buying 
policies and EC-buylng 
policies. Although such 
definitions can Increasingly be 
called into ques tio n, they are 
■till clang to by many 
company car buyers. 

Such buyers would be 
bard-pushed to define, however 

— except at an emotional level 

— whether a Nissan Bluebird 
assembled in Sunderland with 
a claimed 70 per cent local 
content (UK Government 
definition), designed -and 
engineered in Japan, with an 
engine assembled in 
Sunderland from components 



partly bought in the European 
Community and partly 
imported from Japan, is more 
or less British than a Ford 
Sierra, designed and 
engineered partly in the UK 
and partly in West Germany, 
anrf assembled in Belgium with ; 
an ™gira* built in the UK. 

How does such a Bluebird or 
Sierra match, up on Buy British 


co mpan y car buyers. 

The Lex report says that 
there has been **& slight 
relaxation” in fleet buyers* 
poBtire on the perceived origin 
of their purchases with more 
compa nies now fa vouring 
European Community cars, as 
opposed to British mdy. 

There has been a particular 
change in larger companies 


Defining a domestlc car Is more formidable 
in Hie US, where there Is far more choice 
and the development of a local production 
base by the Japanese Is more advanced 


criteria against a Vauxhall 
Cavalier, assembled in the UK, 
but designed a n*i engineered in 
West Germany with engines 
and tranami Batons from cither 

Awrtria, West Germany, Japan 
or Australia — depending on 
model — and with body panels - 
imparted from West Germany? 

In spite of the blurred lines 
of origin, patriotism is still 
apparently a potent factor tor 


which were previously 
strongly disposed towards 
British can and which are now 
more Hkeiy to favour EC can 
in general,” it says. 

. l*ex claims that 
organisations whose main 
method of acquisition is 

f n w t TMpt hire are mere indfnri ~ 

to choose EC cars than thooe 
nring other methods. Around 
25 per cent of -those using 


contract hire favour .British 
cars only. ■ ■" 

According to Lex, very few 
companies have a policy of 
favouring Japanese .cars and 
Half the organisations it 
interviewed had a policy 
against Japanese cars. 

Of the organisations whose 
policy excluded the Japanese, a 
third would. view their cars 
more favourably if they, had 
associations with the UK or 
UK companies. 

The remaining two-thirds 
stiH would hot! select Japanese 
cars. At -the same time, over 
half of the organisations with a 
preference . for British or 
European-hedged care said 
they would lobk- r more 
favourably at Japanese cars 
with associations in. Britain. 

The latest. Monks Guide to 
Company "Csir Policy shows 
that companies become more 
restrictive in terms of setting 
Hznflaflans based bn origin, the 
farther down the 
scale employees axe. allowed 
company cars. 

In its survey 59 per cent of 


company * chairmen were 
allowed to choose any model 
regardless of. origin, .while this 
fell to 36 pier cent tor senior 
managers and only 22 per cent 
tor sales representatives. 

The only - Japanese car 
maker that already has a 
European car assembly plant 
in operation is Nissan. Motor, 
which , started production at 
Sunderland ■ in- north-east 
England in 1986 . • 

• Nissan \ UK,:. . . 'the 
privately-owned company 
which is Nissan Motor’s UK 
tmportier/dfetributor, maintains 
that the lebiri of acceptance' of 
its cars in the British company 
car rnaxket has been growing 
since Nissan began local 

production. ... 

Mr Bfll Daulby, Nissan UK 
fleet sales director, says that 
the establishment of the UK 
production plant' was : the 
^catalyst" tor .companies such 
ss Ii ffg ii 8c General, Mariw & 
Spencer, Trust House Forte 
and BICC buying Nissans. 

At the same tune, of course, 
the growing volume of output 
from Sunderland is the chief 
reason driving Nissan into the 
company car market. Direct 
car imports from Japan have . 
in effect been limited in 
volume to .11 per cent cf the 
UK market since the second 
half of the 1970s, and until 
there was an alternative source 
of supply from European 
production plants, the 
Japanese car makers were 
happy to Jive largely off the 
more lucrative private retail 
market ...... 

Nissan : is .‘currently 
producing only one range at 
Sunderland, the Bluebird - 
which will m retraced by the 
pri me rs to the autumn — but 
in 1992 it adds a. small 


Micra-class car and production 
is scheduled to reax* a total of 
200,000 a year In 1992-93, split 
equally between Primera and 
Iflcra. 

“Doors will open even more 
ouickly," says Mr Daulby, 
when the Micra is UK-built. 
Last year, of total Nissan car 
sales In the UK of 138,437. same 
19-11,000 were sold to fleets of 
25 and above, bat Nissan UK 
estimates that a total of 
30-40,000 went to business 
buyers overall. 

“If there is a UK-badge or a 
European-badge policy, there 
axe not many companies that 
do not say yes, the Bluebird 
should be on the list,” he says. 

Some 69 per cent of Nissan'S 
car sales to the UK last year 
were represented by Bluebird 
and Micra, the two classes of 
. car that will be built at 
Sunderland. 

The Japanese presence in 
UK car production will grow 
quickly. Already Rover Group, 
the British Aerospace 
subsidiary, is set to produce 
30-40,000 Honda Concertos a 
year . on Its Lon gb ridge, 
Birmingham assembly line. 
Output began late last year. * 

H onda fewK is committed to 
building 100,000 cars a year by 
1994 at its own site at Swindon 
to enrthern where it 

already has an engine plant to 


Toyota - is committed to 
building WOJOOO cars a year by 
late 3995, rising to 200,000 cars 
a year by 1997-98 at Bomaston, 
- near Derby,- but thte timetable 
could well be brought forward. 

Nissan is aiming to build 
200,000 care : a year at 
Sunderland by 1992-93. Output 
totalled 77,000 last year. .The 
company has already indicated 
its ambition to expand to a 
capacity of 400,000 cars a year 
to the UK by the late 1990s, 
however, mid both Toyota and 
Honda axe expected to expand 
significantly beyond their 
present .publicly .declared 


By the second half of the 
1990s Japanese carmakers will 
account directly for around a 
third of UK car production of 


about 2m units a year. They 
have already announced 
: publicly plans to develop a 
capacity for building more 
than 500,000 cars a- year. 

' v.The . wave of Inward 
investment Into the . UK by 
Toyota, Nissan and Honda now 
totals some £1.81bn. The 
projects announced so tor are 
set to create around 8£50 
direct Jobs, and at least the 
same number in the 
a utomo tive components 
Industry. 

Kevin Done 
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With the Budget looming, Kenneth Gooding looks at the financial implications for the company car 

Perk factor drives into taxation difficulties 


EMOTION. Esther than logic, 
often prevails in the company 
car market. For example,, in 
the past five years the tax 
charged cm the benefit of wring 
a company car has nearly tre- 
bled. “Many company car driv- 
ers are now over-taxed by a 
significant amount," says the 
Society of Motor Manufactur- 
ers and Traders. 

Yet Inland Revenue statis- 
tics show that in tha past four 
years the number of people 
paying tax an company cars 
has doubled to 2m, confirming 
that the company car system Is 
so deeply embedded in British 
business that only surgery 
could remove it 

As many as seven out of 10 
executives Interviewed for a 
survey on behalf of Hertz Leas- 
ing and Fleet Management 
automatically expected to be 
nfferffl i a car. 

“It Is now considered by 
many executives to be a neces- 
sary part of any Job package," 
Hertz concluded. “Not offering 
a car can have a significant, 
negative effect 41 per cent of 
the resjumdents said they 
would think there was some- 
thing wrong with a mwipawy 
that did not offer company 
cars. Thirty per cent of direc- 
tors believed that gaining a . 
company car would be even 
more important than a salary 
increase when changing jobs.” 

Hertz found that the car’s 
value to the user was relatively 
insulated against tax Increases 
on the personal benefit Two- 
thirds of the executives inter- 
viewed claimed that they 
would keep their company car 
even if fa»V ~ tnmffl i ffy neutral- 


ised tfw ftnwnrfpi benefit. This 
might already have happened. 

Mr Norman Donkin, manag- 
ing director of Lease Plan UK, 
says research shows that the 
average company car in 
Britain travels 19,500 miles a 
year, of. which 9,100 miles is 
private use. This means that 47 
per cent of the cost of the car 
represents private benefit - 
“and our figures show that the 
scale charges (tax on the bene- 
fit of using a company car) 
have now readied tins level.” 

Company cars account for 
more than one in six 'of the 
20m cars on DX roods and fir. 
more than one in two of all 
new car registrations. 

The motor industry and its 
customers frequently complain 
that the- vast majority of these 
company cars are not perks 
but are necessary tools of the 
trade. Salesmen and service 
engineers, for example, could 
not be expected to do their Jobs 
if they had to rely entirely an 
public transport ' 

Yet these are the people who 
are, by some gwHriwtew, being 
over-taxed for the benefit of 
having the use of a co mpany 
car. However, more than two- 
thirds of the salesmen ques- 
tioned for the Hertz survey 
said they would keep their 
company car even If tax 
charges rffarinateH the finan- 
cial lienefits. Hertz says this 
reflects that “for the vast 
majority, the operational 
advantages of a company car 
are more important than the 

flnanrfal . lwiwflj , 1 * 

But “there was some resent- 
ment from MiMnwi i Hmt cars 
which were a tool of the Job 


Latest offerings for truck users 

Drivers reap 
the rewards 
of technology 


HEADS RULE hearts is the 
selection process for truck and 
vans. Fleet operators, where 
chief accountants or .financial 
directors are the arbiters of 
vehicle quality, adopt more 
down-to-earth policies ; in 
choosing new vehicles than do 

smaller t ransp ort concerns OT 

owner drivers. . 

Increases in engine horse- 
power and torque, of toe kind 
which advancing diesel tech- 
nology has brought in the last 
two or three years, axe impres- 
sive' for tolvers, but much less 
so in the eyes of those respon- 
sible for monitoring penceper- 
kOometre running costs. 

Fleet manag ers are a pt to 
eschew sup eri i cta l refine ment s, 
such as -s&Hng fripperies and 
interior trim, whose appeal is. 

Fleet managers tend . 
to eschew superficial. 

- refinements 

primarily aesthetic rather than 


Commercial vehicle, engi- 
neering, helped by computers 
aided design (CAD) techniques, 
made such large strides, in the 
1980s that performance 
improvements have, hi many 
instances, come from greater 
engine- and/or transmission 
efficiency. 

Livelier acceleration and a 
better - hill-climbing ability 
have been accompanied, for 
the first time, by better fuel 
consumption and greater reli- 
ability and longer component 
Hfe. 

more* apparent ' iSsS'fltfihe., 
development of the diesel 
engine for co m mercial vehicle 
applications. 

Van and light truck manu- 
facturers such as Ford and 
Fiat-Iveco have successfully 
developed small direct-injec- 
tion (DO four-cylinder diesels 
of about 2.5 litres capacity 
which beat their traditional 
indirect-injection rivals by 15 
per cent or more on foel econ- 
omy. Performance is compara- 
ble with older engines and, in 
Fiat’s case, the addition of tur- 
bocharging puts output of the 
Di eng ine up to an unrivalled - 
flObbP- ' - v ; ; : 

Unfortunately,; a deccmbus- 
tion chamber means inherently 
greater mecha n ica l noise, 
though the latest two-spring 
injectors from Lucas and- 
Bosch have softened the com- 
bustion process in the two lat- 
est gwmn DI diesel contenders: 
the 2 litre Perkins Priaha used 
in Leyland-DAF’s 200 series 
van «nd the 2 J5 litre Iand-So- 
ver diesel developed for the 
new Discovery model 

Ford’s bigselling 2JS Dten- 
gtned Transit models and Fiat- 
Iveco 's heavier turbo Dally 
range are remarkably flexible 
in their performance, satisfy- 
ing many buyers who tradi- 
tionally bought petxntengined 
vans. \ 

It is the extra fuel economy 
bonus of direct-injection, along 
with the accepted durability of 
the diesel which has brought 
the dramatic rise in demand 


for diesel-powered light com- 
mercial vehicles. 

In heavier trucks, engine 
technology baa advanced* on 
different fronts. Direct-injec- 
tion diesels have long been 

failron for gr a n te d, and, rinm 

the mid 1970s, turbocharging 
has became the norm on chas- 
sis with a gross (all-up) weight 
of more than about 16 tonnes.' 
Only Mercedes-Benz continues 
to offer naturally-aspirated 
en gines right up to the heavi- 
est 38 tonne weight category. 

_ Turbocharging apd the ftnr- 
ther related measure of inter- 
cooifing have helped raise the 
power obtainable from a riv- 
en-sized engine by allowing 
more fuel to be burned with 
each rotation of the crank- 
shaft Because the Tael is 
burned more completely and 
more productively, raHes-p er- 
galkm figures are Im pro v ed at 
the * flw>B time. 

Those maximum-weight tor- 
bo-in tercooled truck models 
such as the Volvo F10/12, 
Scania US. DAF 95-series and 
Cummins 10 and 14 litre 
engined KftPa aryl SwMtmit , all 
of which sell hr large numbers 
to fleets, sefl on two marketing 
platforms. Fuel economy in 
combination with the low ser- 
vicing and repair costs of a 
modem heavy truck - espe- 
cially its power train — 
accounts for mainstream 
fleet appeaL 

Enhanced performance 
means that, 1990s road conges- 
tion permuting, Journey times 
can be trimmed, implying an 
. extra productivity bonus. The 
.vehicle can be out ’hauling its 
next load that much; sooner 
and drivers are kept happy as 

Turbocharging and 
: intarcooling have 
raised power 

well. Better performance 
breeds greats: job satisfaction 
for the . man in the cab, espe- 
cially if It means less gear 
changing. 

- Improvements in effi- 

ciency which 1 p»1p both perfor- 
mance and fuel economy are 
likely to slow down in the 
. 1990s. European Community 
regulations -aimed, at . cutting 
pollution from the diesel win, 
as they become more stringent, 
force technical compromises 
oh engine builders. 

Conflicting measures are 
implied, for. example, with 
regard to exhaust emissions. In 
reducing the level of n ft rogea 

nriA aa on tog tww hanfl mul 

particulates (solids), on the 
other. Getting both poUntants 
down to proposed levels will 
entail unwelcome compro- 
mises. Either fuel economy or 
p erf or ma nce or both will have 
to be sacrificed in the i nt erest s 
Of the 

Fleet users will in conse- 
quence be faced, not for the 
first time, with, higher operat- 
ing costs, which it could take 
another decade far diesel engi- 
neers to recoup in technoiogi- 
cal advances. 

Alan Bunting 


were taxied at a similar rate to 
those used only occa sion ally-" 

So, how does the company 
car tax system weak? 

Drivers of company cars are 
taxed according to the 
vehicle's original cost. Its 
capacity and Its age. The tax is 
halved if the driver docks up 
more than 1&000 miles on busi- 
ness a year and doubled for 
fewer than miles - with 


real perks come at toe top end 
of the market. A Jaguar Sover- 
eign 3.6 is worth £16,900. 

At the same time, employers 
benefit because they pay only 
between 40 and 80 per cent of 
this “extra salary 3, as they 
avoid having to pay National 
Insu r an ce contributions an it. 

Back in 1984. a report by 
Transport awd Environment 
Studies (Test) estimated that 


The motor industry complains that the vast 
majority of company cars are not parks but 
are necessary tools of the trade : 


toe journey from home to work 
and bad counting as private 
motoring: 

Uffteg tote gy wfam, to e 

Revenue assesses toe worth of 
a particular car to the user and 
toe user is taxed as if extra 
salary has been received. 

Even though the scale 
charges (that Is the notional 
value of rach car) have been 
increased substantially in 
recent budgets, cars 

still provide a highJy-efflcieflt 
farm of tax avoidance. 

Incomes Data Services reck- 
ons, for example, that a 1.6 
litre Vanxhall. Cavalier used 
solely for 12JD00 miles of pri- 
vate motoring is- equivalent to 
£3£Q0 in extra salary. But the 


the Treasury lost about £L5bn 
a year because of the company 
car system - equivalent to £75 

far pwrfi Ri-Hteh h^itphnlH 

Increases in scale charges 
since then have almost cer- 
tainly reduced the loss" to the 
Exchequer to about ESOOm. 

But the cost of the company 
car does not end there. Cheap 
company- motoring has 
severely distorted public trans- 
port policies and encouraged 
traffic jams -in highly-popu- 
lated areas - a 1962 survey of 
central London car users found 
that 79 per rent of those com- 
muting to:wdrk were, receiving 
some form of subsidy from 
their employers towards motor- 
ing. 


Meanwhile, company man- 
agements are involved in hoars 
of unoroductive tinw. dwrif ii ng 
which grade of worker should 
get what type of car. . 

In order to reflect the hierar- 
chies wnH w wiff in many British 
companies, the cars they pro- 
vide tend to be larger than 
those bought privately. They 
consume more petrol, emit 
more paOntants and the statis- 
tics show conclustvely they are 
involved in mote accidents. 

The present UK Government 
has been gradually dtamanti- 
ing tax concessions for the rel- 
atively well-off white reducing 
the rate of personal taxation. It 
would prefer the system In 
Britain to so that, like 

other west Euro pe a n countries, 
corporate executives would be 
able to keep enough taxed 
fri fmnfi to buy the cam of their 

rhrrirw for thefr pwwmal Q88 

rather than being presented 
with vehicles by their compa- 
nies as perks. 

Organisations representing 
the motor industry and Its 

a pawte are an gfluaUu g that tha 
Government’s efforts to reduce 
the importance of the company 
car Tnlght so op bear fruit — 
and they warn that the fruit 
might have a bitter taste. 

For u n mi p iw, in a Joint Bud- 
get message this year the 
Equipment Leasing Associa- 


tion and the British vehicle 
Rental and Leasing Associa- 
tion said that, if tax charges 
are not changed to take 
account of past inflation, "com- 
panies will switch to a system 
under which their employees 
wfll provide their own cars and 
claim mileage allowances for 
business use. 

“This will lead to a signifi- 
cant increase in toe purchase 
of foreign-made cars in substi- 
tution for vehicles of British 

mnirnfaptaim " the awmrioHrm* 
said 

That is not exactly what the 
Hertz survey showed. It found 
that well over half the execu- 
tives questioned would replace 
their company car with sec- 
ond-hand cars, some up to five 
years old, with the intention of 
minimising the depredation of 
their vehicles. 

However, “many executives 
felt that this, coupled with a 
system of pool cars, would sig- 
nificantly reduce a company’s 
efficiency," Herb said. 

The survey did not look at 
the potential impact on 
Britain's car market But It is 
rioar there would be a tremen- 
dous upheaval in both the new 
and used car sectors in the 

imHIrriy w wrf that thp Rnwn. 

ment*8 efforts to rfhninato the 
perk part of the company car 
market succeeded. 





Norman Donkin: the average company car In Britain travels 
19^600 mBea a year, of which 9,100 miles Is private use 
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Now, local businesses can . 
Contract Hire Britain’s finest car . 
and van ranges — and get the best of 
bdth worlds. ' * *!'" • f “ -; % r * 

The advantages of dealing with a 
company that is a major force in the 
Contract Hire business combined with 
day to day, personal service that’s 
always on the doorstep. . 




L easin g is provided through a network 
of specialist Vauxhall and Bedford 
dealers spread throughout the length, 
and breadth of Britain. 

They supply the cars and vans, 
maintain and care for them. 


They provide the face to face^ 
round the year, local contact So if you 
need to talk or if you have a oroblem. 
the people who can 1 
are never far away. 

Frpm its central 
base; Master Hire 
Leasing has the 
specialist expertise 
to tailor a package to your precise 
needs. It provides the efficiency 
and accuracy of computerised 
systems for vehicle management and 
administration. 

And most importantly, the access 
to financial resources to deliver truly 
competitive rates. Even if your 
requirement is for a single car orvan. 

Also available are packages 
particularly suitable for the public 
sector; who now recognise the many 


advantages of Contract Hire for 
essential car users. 

Send the coupon to find out more 
about Master Hire Leasing and 
make local contact with the 
■ dealer nearest you. 


dealer. 


Forward more information about Master 
earing and the location of my nearest.,.! 


Company. 


Size of! 


J Post to Master Hire Leasing, 20 Willes Road, | 
| Leamington Spa CV32 4HB. FT^oJ 
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IF COMPANY cars were 
bought for the same reasons as 
lorries, to do a job as effi- 
ciently and economically as 
possibly, most sales would be 
concentrated in the £12400 and 
under class. 

Such a rationalisation and 
downgrading of fleet policies 
is, of course, never going to 
happen. But the thought Is 
prompted by the sheer excel- 
lence of many moderately 
priced cars avaBahla 

Rover Group’s new 200, for 
example, is compact In size but 
a comfortable 4-seater with 
fair-sized luggage space. It 
cr uises quietly at the tolerated 
80 mph with plenty of power in 
hand Tn town, it is handy and 
easy to park - if fitted with 
the optional power steering. 

It Is well finished, has a 
proper Rover-style interior 
with touches of wood veneer 
trim and can be had with auto- 
matic transmisison and air 
conditioning, ft is priced in the 
under £9,000 to £12,000 range. 

Considerations of pecking 
order and prestige apart, a 
Rover 200 car would meet the 
needs of many business users 
who drive far larger and more 
costly cars. 

Other under-£12,000 Euro- 
pean cars which offer simnar 
performance, comfort and dri- 
veability include the Gftro£n 
BX, Fiat Tipo, Ford Sierra, the 
Nissan Bluebird and Peugeot 
405 (both made in Britain), the 
Renault is and 21 and Vaux- 
hall Cavalier. 

In performance terms, these 
modestly priced medium-sized 
cars are little different from 
more luxuriously furnished, 
more exclusive and far more 
expensive models. However, it 
would, be a duller world if we 
all drove similar cars. 

The attractions of having 
one that is bigger, more power- 
ful and has greater prestige are 
not to be denied. 

New arrivals on the business 
car scene in the last year 
include the Alfa Romeo 164 
a u to m gfiCu Thin Tw rga and ele- 
gant car is ouiet and offers a 
mix of Italian brio and an Ger- 
manic feel of quality. 


Stuart Marshall on what s new m the car sector 

Prestige still matters 



Rover 216 GSfc part of the 200 range 


BMW, one of the most prized 
marques among userchoosers. 
has just released Lux versions 
of its smallest 3 Series cars. 
They are similar in concept to 
the special equipment models 
but priced more affordably 
from £13£00 upwards for the 
316L 

At the other extreme, I thing 
file Sales 7, with its swift and 
5dlken Vi2 engine, is the best 
boardroom level car in toe 
world. 

With the arrival of toe 
Citroen XM in Britain, toe 
company has brought a most 
advanced electronically con- 
trolled suspension to the 2 litre 
and 3 litre executive car mar- 
ket The car firms or softens 
toe ride to maximize c o mfort 
and handling security. Driven 
like a sober saloon or a sports 
car and the suspension adjusts 
itself instantly to suit the 
driver’s mood. 

Ford hope to see Granada 
and Scorpio sales rise with the 
introduction of 4-door saloons, 
with engines ranging from a 
twin overhead camshaft, 16- 


valve, 2 litre to a 23 litre VS. 
They always have been roomy, 
comfortable cars but in this 
class, not every buyer or user 
is prepared to have a hatch- 


The latest four wheel drive 
(4WD) Sierra Cosworth, which 
pats its 220 bbp an the road 
through AH four wheels, offers 
supercar performance and 
e x ec u t i ve Mi«Tn amenities at a 
down-to-earth £25,000. ft has 
astonishing vigour but rides 
comfortably and is so . well 
mannered It makes few 
demands on a driver’s skOL 

The latest Jaguar XJ6, with 
its engine size increased to 4 
litres to improve its pulling 
power at lower speeds, has 
made the car as effortless a 
performer as one expected it to 
oe when launched three years 
ago. 

Lancia’s hi d for a slice of toe 
miAwrgp executive car mar- 
ket is toe Dedra, available in 
Britain at prices between 
an d B&JB BQr ft mwWwm 
an interior that would not be 
out of place in a Rover with, in 


the case of the 2 fibre, a great 
deal of refined yet sporting per- 
formance. 

Mercedes-Benz, the stan- 
dard-setters for quality cars in 
the £15,000 to over £50,000 
range, has updated its mid- 
range 200 and 800 models. . 

The 80CE-24 saloon. 30QTE-24 
estate and 300CS-24 coupe have 
toe same multi-valve engine as 
toe glamorous SL convertible 
and have gahied significantly 
more performance with no loss 
of refinement . 

The Peugeot 60S range will 
goon arrive in Britain. Engines 
and transmissions are similar 
to those of the Cttrogn XM but 
FeugBot has gone for more tra- 
ditional styling and conven- 
tional steel-spring suspension. 
The 605s have the quality and 
perform a n ce to challenge 1 cars 
such as the BMW, Jaguar, Mer- 
cedes jmd Rover. 

Renault’s Chamade saloon, 
developed from the 19 hatch- 
back. is a refined, high value 
alternative to a number of cars 
in the £7400 to under ¥10,000 
brackets. The driver is well 


insulated from road and ! 
mpffranjcai mdse, controls are ! 
light and the interior is thor-| 
oughly civilised. 

The Saab 9000 range of 2 litre j 
and 22 lit 1 * saloons are iztefi- 
vidnal in character, safe ami , 
comfortable to ride in. The new ! 
24 litre engine is smooth 
enough to be mistaken for a ! 
six-cylinder and its near con : 
stent power delivery over a ! 
wide speed range reduces the : 
need for gear changing. 

For users demanding even 1 
mare p e rf or mance, 2 Eire 1 
turbocharged and interceded j 
9000 Carissoa is a stimulating 
drive, but still with a large , 
car’s interior space and log - 1 
gage c a p acit y. 

Arguably the best all-round- 
ers among Britisbmade, medt 
unMdzed are the Vanxhafi 
Cavaliers, which in January 
toppled Ford from first place in 
the bestsellers fist. They have 
everything most users look for; 
smooth styling, front-wheel 
drive, a choice of four or five- 
door bodies «nd easy drtveahOr 
tty. 

Vol k s w agen’s Passat is sol- 
idly built a»d, especially with 
the 16-valve engine, lively to 
drive. It is a price rival cars 
such as the new Lancia Dedra 
and Volvo 480 saloons or, from 
the same VAG stable, the Audi 
80. 

Four-wheel drive has been 
slower to take off in the execu- 
tive car Tnarirgt than menu- 
fectmers had expected. Tins is 
perhaps because Britain has 
not had a really hard winter- 
for three years and all-wheel 
drive for road-going cars is still 
perceived mainly as a snow 
traction aid. 

This underrates all-wheel 
drive's handling and safety 
benefits when applied to cars 
such as the q i mth wi »w? 
4x4 versions of the Ford Sierra 
and Granada, Peugeot 405, VW 
Golf and Vauxhall Cavalier. 
They display s tr a ig ht tinn gta- 
btttty on wrt and windy motor- 
ways and cornering balance an 
slippery roads that front or 
rear wheel' driven cars cannot 
match. 


PROFILE: Switching to unleaded 





More than you 




you expected. 




The Rat Fiorina 
The original van-about-town 

• Largest loadspace of any 
car-derived van — 953 cu.ft 

• 470 Kgs payload* 

• 5gears 

• Petrol or diesel engines 

• Prices from £5050** 


The award-winning 
FiatDucato 

• Choice of 7 models, including 
thenew4x4 

• Payloads from LOtonneto L9 tonnes 

• Loadspaces uptoa mighty 346 cu.fL 

• Petrol, diesel or turbo diesel engines 

• Prices from £7485** 


TheRatCitivan— 
the thoroughbred small van 

• Generous 52S cuJt 
loadspace. 

• Over 400 Kgs payload* 

• 5gears 

• F^trol or diesel engines 

• Prices from £4940** 


Remember, whichever van you choose ife backed by 
Fiats Operator Support Programme, • ■ - 
includinga 6-year anti-perforation warranty and 
24-hour AA rescue and recovery service. 

For full details of Rat Commercial \fehicles phone 100 today 
andaskforfreephone Rat 


EUROPE'S DRIVING FORCE 


■ uadMrty dttribufcd "fttaseeirectatnmeel a*aiap c»ai Ktoc fa d»W; d awi»w y i wtyp >xaMBgw«0*^ 


as ecological gains 


ADOPTING an unleaded-only 
fuel policy has offered more 
« fym merely ecological advan- 
tages for Rapid Recall, a High 
Wycombe-based computer com- 
pany. It has also resulted In 
savings of around £8j000 a year 
an its fixe! WH because of the ' 
lower cost of unleaded petrol 

— which is more than enough 
to offset the slightly poorer 
miles per gallon .. figures 
returned by some cars after 
they have been converted to 
nm on the lesaer-octane fueL . 

The initial dedsaon to switch 
to an unleaded foal policy was 
takes by Rapid Recall’s direc- 
tors primarily for ecological 
reasons "We frit it was the' 
rteht tohuy to do now the 
is readily available and the 
sort of cats we have on our 
fleet are all engineered to nm 
on unleaded,’' said sales and 
m arketi ng director Mr Frank 
Kemp. But be acknowledges 
thatthe financial benefits are 
mare than welcome too. 

The company runs three 
grades of cars iter its staff. For 
Arid sales and marketing staff 
who are mainly out on the 
road, the BMW 316i Is used as a 
base car, - defining both the 
budget and the type of car. 

“We prefer our reps to be 
seen using smart and reason- 
ably prestigious care and the 
BMW has the advantage of 
being attractive to the driver 

- which helps in terms of 
recruitment - as well as pro- 
viding a good image and hav- 
ing good residual values," said 
Mr Kemp. The cars are kept for. 
two and a half years, in which 
tone most will have docked up 
between 50,000 and 60,000 mites 
a year, so “it is important to 
get a reasonable return on toe 
vehicles when they are sold." 

Other grades are based bn 
toe 320i for management and 
tile 525i for general managers 
and d ir ec to rs; in round terms 
the budget restrictions for the 
three grades are £12,000, 
£15,000 and £20,000 respec- 
tively. _ ■' . • 

However, drives are allowed 
to top up their chosen car to 
imim nvw the specification or to 
add extras for which the cost is 


deducted monthly out of their 
salary. The only restriction is 
that they are not allowed to 
top up beyond the next grade 
of car. Within the- budgetary 
restraints drivers can choose 
from a Hsf of makes which 
Include Ford. Vanxhafi, Volks- 
wagen, Mercedes-Benz. Audi, 

BMW and Peugeot > 
Japanese, Swetfish and Ital- 
ian cars are excluded mainly 
because a totally Oegribfe poScy 
on choice om become expen- 
sive and difficult to administer. 1 
Other models are excluded for 
specific reasons. “We don't 
allow Porsche for example 
because as a company we offer 
a cost effective service and we 

Lower costs of 
unleaded offset the 
slightly poorer miles 
per gallon figures 


fed toat a rep turning up in a 
Porsche might nett give quite 
the right impression,’’ said Mr 
KWnp “We look at costs and 
depredation statistics and then 
offer a list of manufacturers 
from which drivers can make 
their selection.” he added. 

In feet, around half actually 

a for BMWs. Until 
Rapid Recall bought 
its cars outright' but it has 
recently switched to leasing 
them. The craieut high inter- 
est rates prompted the move, 
according to Mr Kemp. “We 
had a Jot of money tied up in 
the company car. fleet ana it 
seemed to us that with the cost 
of borrowing at the moment we 
could make-better use of those 
fends." 

He pointed out that for 
exactly the same reasons, an 
mnwiiiiBg n rnnh wr of compa- 
nies with which Rapid Recall 
does business have recently 
switched from buying tq rent- 
ing their computer equipment. 
“It's cyclical,” he safcL “And 
while in terest rates, are high it 
nukes good sense to do 'it this 
way:” The company ' also 
recently switched to Diahcard 
for its fuel purchases. Previ- 


ously drivers paid .with their 
own credit cards and r ec l aime d 
for the petrol on their expenses 
but the volume of mate age 
meant not only that petrol rep- 
resented an increasingly s i gni f- 
icant amount of overall expen-; 
diture, but also that vast 
numbers of individual receipts 
had to be processed and 
ducked. - ■ 

Furthermore, it was difficult 
to" keep accurate recor ds .o f 
wtiaage because of the diffi- 
culty of getting drive rs to 
remember to enter it at eve ry 
t ransac tion. “We are currently 
spending around £200,000 a 
year on feel so it made good 
aense to issue all our drivers 
with a Dialcard,* said Mr 
Kemp. “Already we are begin- 
ning to get accurate mileage 
figures so we can judge the 
cofffrd fe c ti irapes a of individual 
care and see which axe costing 

an inordinate amount to tUZL* 

Accurate returns tram Dial- 
card also reveal the savings of 
around' £8,000 that the switch 
toLimfeaded feel has brought 
When the switch was made, 
only new cars which could run 
an nwtaadgrf feel were bought 
At the same time the company 
offered to convert existing cars 
to lead-free and held a series of 
“blitz conversions’ days on 
which as many cars as possible 
were converted. 

“We ran into no opposition 
whatsoever from the staff, all 
of whom recognised that top 
switch was financially sensible 
food also ecologically sound," 
said Mr Kemp. “The only diffi- 
culties came from (me car two 
of the older BMWs which were 
converted but in practice did 
not convert very wen. Because 
off poor performance their driv- 
en asked fin them to be con- 
verted back to ran on regular 
leaded foeL But is now 
history because as those cars 
came to the end of their two- 
and-a-balf year cycle they were 
replaced with new vehicles 
which had been specifically 
engineered to run on 
unleaded." 

Martin Derrick 


PROFILE: The BMW as company car 


A Bavarian influence 


WITH 18 BMWs in a total fleet 
of 76 cars, the Bavarian influ- 
ence an Blenheim Exhibition’s 
acquisition policy looks pretty 
strong. But there are several 
good reasons for this, says Mr 
Keith Langndge, of Blenheim 
Exhibition, who points out that 

the percentage qf BMWs at the 

head office in West Loudon is 
even higher - the car park 
; there looks as if it might have 
been rented by a local. BMW 

dealer for overspill parking. - 

Blenheim’s policy is to offer 
a BMW 31tt to company direc- 
tors - there are io companies 
within the UK Cfrpup — ?nd a 
8251 or 32<H convertible to com- 
pany managing directors; those 
are the "base* models; in feet 
eligible employees are free to 
choose other makes so long as 
they are not more expensive.' 

“However, most choose 
BMW," said Mr Langridge. 
“From the drivers’ point of 
view, it has a certain style and 
a certain status and from our 
point of view it is cost-effective 
because of the good resale val- 
ues of the cars. So although 
fee option to choose a different 
make is there, we tend not to 
make too much noise about it 
because it suits us to have as 
many BMWs as possible.” 

Officially the cars are kept 
for three years or 50,000 miles. 
At three years old, said Mr. 
Langridge, they will still 
attract a good re-sale price , and 
because the new cars all tend 
to be somced from the same- 
dealer, Blenheim can normally ■ 
expect to get as good a deal as 
any on the front mid price. 

Because the cars are in rela- 
tively short supply, delivery 
can be a problem. “There are 
long waiting lists for the con- 
vertibles hut ft works both 
ways. It can be an inconve- 
nience not getting the cars we 
want immediately but because 
of the long wafting lists 
demand Is dearly exceeding 
supply and so used car prices 
remain exceptionally strong.” 

Mr Langridge feds there is 
very little competition. “The 
Mercedes-Benz 190 is too 
expensive so all you are left 
with are cars such as the top of 
the range Fords or Vauxhalls 
which really do not have the 
same image of cachet" 

Outside Blenheim's head 
office there are fewer BMWs, 
not so much for policy reasons 
as for pragmatic ones. Blen- 
heim has grown considerably 
in recent years through acqui- 
sition of other exhibition com- 
panies in Britain and abroad; 
as such it has acquired numer- 
ous different company car poli- 
cies. “What we tend to find is 
show managers and . organisers 
i n a V olkswagon Goff GL or 
equivalent and others in what 
is our base model — ft was the 


VW Polo but we recently 
switched to the Renault 5 1.4/’ 
said Mr Laneridae. ' 

Stickfa*to n5a6vriy ttm 

ited number of . makes and 
models ensures thatthe admin-, 
istration problems associated 
with tiie fleet are kept to a 
^iniiYtnw Administration is - 
handled by Mr Langridge end . 
an assistant and he feels that , 
tills policy means Blenheim 
cad expect — and gets -r-a 
higher level of service from 
local dealers than might other- . 
wise be toe case. • . 

“If we take the example of 
the BMW fleet, then I can cafi • 
tiie deafer and say there is a 
minor problem wife one of . the 
cars which win only take an - 
hour of so to fix hut I heed ft 
done right now. He will do Jt~ 
for us because he knows toat : 
we might take 1 our business 
elsewhere.* So by. being 1 loyal 
to one dealer and putting 
plenty of business his way we ; 
ensure that we get the level of 
service that we require." - 
“ Interestingly, Blenheim’s 
view is that it can get better 
‘ levrisof service by running the 
fleet entirely in-house than if It 
used one- of the specialist fleet 
management companies. “We 
tried fleet management bfat ft 
turned out' io- he vary unsatis- 
factory for us,* said -Mr Lore • 
gridge. “We found they wanted 
to take air order fbr a new car 
and that was that. But . is quite • 
often happens tort we want to 
change the - specification 
aBgtitiy in the meantime; the 
fleet management company 
made that very difficult 
whereas buying ourselves we 
have no trouble at all mafchig 


minor changes up until the 
time that the car is actually 
being built. 

. “As far as the servicing ride .£i 
of things went, we found that 
we had a better relationship 
with the local dealer toon with 
the fleet management com- 
pany. So if there was a prob- 
lem the, fleet management spe- 
cialist, was often -unable to 
impress out tiie garage the 
urgency of the wur£ 

“Furthermore, we found our- 
selves talking to a different 
person every time we called 
and we were constantly given 
unsatisfactory answers. In the 
mid we-feft that in- using -the 
fleet management company we 
were losing bur own bargain- - 
fog power with the dealers we 
do business with and so we 
were getting a lower level of 
overall semes, ft did not make 
purchasing or servicing easier, d 
In the end a problem with the 
chairman's car brought mat- 
ters to a bred and about 12 
months ago we reverted to run- 
ning the fleet ourselves.” 

All Blenheim's cars are 
bought outright That is partly 
because the company is cash- 
riCh so it has no need of the 
finance element that is offered 
in a, contract tafte or leasing 
pack age; ft is also partly 
because -the company is wary 
of getting involved with third 
parties. “We had -our fingers 
tmnft once putting the fleet, in 
the hands of another oegahisa* 
tion which simply did not per- 
form for us. Now we . would 
rather do ft ourselves, ” mm Mr 
Langridge. 

Martin Derrick 




PORK BELLY 
OPTIONS 

TheU.K. vehicle market can be just as 
uvftBlte^aBthoonoin^itk^ed^wvo. 

So why not^aitadalogue with acompanythstcan 
help you during the downturns. 

■ 

• Reduce your leasing costety 

• Maxkntee your staffo car enffltement and get 
them cn your ade, fbr once! 

^|^EUTTOh«d, pteyma market, and k* us 
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(Vehicle fleetmanagement~7~") 


Phillip Hastings looks at developments in the UK truck market 

Large vehicle users opt for 
i ng and contract hi re 
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GROWING UNCERTAINTY 
over legislative requirements, 
an Increasingly' complex ©Der- 
ating enviro n ment and fears of 
a business slowdown are 
encouraging more operators of 
large commercial vehicles to 
apt for leasing or contract hire 
of trucks rather than mWg M . 
purchase. 

Problems forUK trade oper- 
ators, for example, include 
worries that expected changes 

in the Gnu emmimp i I n te y o. 

tatkm of drivers' hours xegula-' 
tions win nec es sitat e subitau- 
tial alterations to pwttenw of 
haulage operation, con t imrfn g 
differences between' the UK 
and other European Commu- 
nity countries when It comes 
to the maximum weight of 
vehicle allowed, and other 
environmental ■ factors such as 
lorry hana and ar fraifift amfe . 
sion controls. 

On the phis side, the recent 
move by the EC to start the 
much debated move towards 
fall cabotage — the. 
movement of goods by non-nes- 
idem operators — throughout 
the Community should open' 
up new opportunities for devel- 
oping truck fleet operations an 
the Continent 

However, UK truck operators 
could be at something ofa dis- 
advantage since the 38-tonne 
limit on articulated vehicles in 
the UK and the Republic of 
Ireland puts those two coun- 
tries out of step with EC coun- 
tries where the minimum 
gross weight is generally 40 to 
44 tonnes. 

The limit of 3SL5 tonnes for 
drawbar units in the UK- and 
Ireland is even more out of line 
with the rest of the EC where 
the maximum weight allowed 
varies from 40 to SO tonnes. 

Although the European 
Commission last year agreed to 
put a time-limit on the deroga- 
tion which allows the UK to 
retain 38 trmnes as the maxi- 
mum weight, there was disap- 
pointment among track opera- 
tors that the deadline 
mentioned was 1896 rather 
than 1992-93. 

Meanwhile, UK truck, opera- 
tors appear to be slowing down • 
fleet development In the expec- 
tation of less business activity 
over the next year or two.. 

The total number of new reg- 
istrations for tracks add arttcu- 


TtKGISTftATIONS OF HEW COMMERCIAL VEHICLES IN UK 




Trucks and Arties 


Total 

• 

December 

12 months 

December 

12 months | 


1989 

1988 

1989 

‘1988 

1989 

1988 

1989 

1998 .. 

UK 

- 1.921 

2JS04 

sn,*™ 

«ra«8 

11,749 

6,082 

13^66 

222,907 

215,089 

Imports 

I^HS 

1^76 

20,546 

27.552 

7,380 

146.027 

141,744 

Total 

2J966 

3^80 

69^34 

67.918 

17^31 

20,646 

371,104 

358,783 


Soures: Soctwy of Motor Mwwfactunm and TMm 


Tftfpff w Akjto; fat the TIR dnri TIg 
1969, according to -the- Society 
of Motor -Manufacturers and 
Traders, was 69^34, sigMfy up 
on the 1988 figure of 67,918. 

The share of that market for 
UK manufactured trucks 
Improved slightly* . They 
accounted for 40.689 registra- 
tions in 1989 as against 28£4S 
for imports, compared with fig- 
ures for .1988 of 40,366 and 
27,552 respectively. 

However, while total truck 
registrations for the year were 
up in 1989, figures for Decem- 
ber showed a significant fall - 

Problems Include - - 
expected changes in 
the Interpretation of 
drivers’ hours 


2£66 as against 3,980 for the 
same month In the previous 
year. The figures were in line 
with those for the commercial 
vehicle sector as a whole. 

The total number of new reg- 
istrations for 1989 was 371404, 
some 14,300 (4 per cent) up on 
the 1988 total of 356,783. In 
December.' thoueh. 1989 fig- 
ure of 17,831 was nearly 2£00 
(14 per cent) down oh the 
December 1988 total of 20j646. 

According to Mr Nefl Pykett, 
a main board director of 
vehicle contract hlre/leaaing 
group T Cowie, the downturn 
in commercial vehicle registra- 
tions at the end of 1989 sug- 
gests there win be increased 
act ivity in that sector for the 
contract hire industry. 

As more transport operators 
experience cost of operation 
problems, they are examining 
contract lure as a means of 
relieving those problems. Oper- 
ators can improve their gear- 
ing ratio. by bovine vehicles off 
the balance sheet, be claims. 


“We are getting. increased 
inquiries for tracks, and for 
light commercial vehicles. 
Operators ere seeking the same 
financial advantages through 
contract hire as they can get 
for their car fleets. Adding to 
the growing interest among 
fleet operators in the idea of 
leasing or contract hiring 
trucks is the . increasing com- 
plexity of legislation governing 
road transport operations:” 

Concerns in that context 
include reports that the 
Department of Transport is 
considering a change in its 
interpretation of the hours reg- 
ulations for truck drivers. 

.The regulations state that 
drivers must take' rest breaks 
totalling at least 45 minutes far 
ea ch rom ng period at L5 hoars 
of driving.' 

So for, the department 
accepted that dr i v er s can take 
a number of reduced breaks 
totalling 45 minutes during a 
driving period rather than the 
foil break at the end of that 
period, and then drive for a 
further 4.5 hours without, a 
break. 

The revised approach being 
considered by the department 
would require the driver to 
take an additional break in 
that second period. • 

Hauliers nlaim thp rhungq 

would increase, the total 
amount of rest drivers must 
take, push up costs, necessitate 
changes in the methods for 
checking tachographs and gen- 
erally complicate the calcula- 
tion of drivers’ hours. 

The spectre of higher costs 
comes just at a time when UK 
hire and reward truck opera- 
tors involved in international 
activities are hoping to gain 
from the recent decision by the 
EC’s council of transport min- 
isters to introduce an experi- 
mental and limited cabotage 
system. 


The scheme, which will 
come into effect oh July 1^ 
involves a total of 15J100 new 
cabotage licences' or permits 
huhw issued' to enable trans- 
port companies from one EC 
country to carry out domestic 
operations inside another 
member state. 

That wiwy nM mean, for exam- 
ple, that a UK trade returning, 
to borne base empty after deliv- 
ering a load In Lyons, France, 
would be able to carry a 
French domestic load back to 
Paris en route. . 

Cabotage operations wfil. be 

carried out under the transport 
laws and regulations of the! 
host country In which the jour- 
ney Is being -made^ 

Included in that category 
will be issues such as rates, 
weight and dimension techni- 
cal standards, and drivers’ 
hours. Other matters, such as 
vehicle registration and taxa- 
tion, will be the responsibility 
of the operating company’s 
home state. 


THE RECENT publication by a 
leading trailer manufacturer of 
a booklet detailing future 
European Community regula- 
tions on trailer weights and 
dimensions highlights one of 
the jnafoinrailemaxaa&far UK 
operators. 

Trailer operators looking to 


TRAILERS 


to acquire new equipment 
which win meet existing legis- 
lative reqnhremeotswithin the 
UK and in the rest of the EC 
nrwt be suitable for use is what 
is Hkeiy to be a much changed 
operating environment. 

In a bid to ease some of 
those difficulties, the booklet, 
published by Norfolk-based 
trailer manufacturer Crane 
Fraehauf, h ow i rh*» « the trailer 
dimemdon cbaTTges agreed at a 
meeting of.EC transport minis- 
ters Last year.' The booklet 
derails when the- changes, are 
due to be Imp l e men ted. 

- However, even- 'an under- 
standing. of relevant EC legisla- 
tion on trailers does not solve 
all the problems. Most recent 
**y?m p )es of the complications 
which can confront UK trailer 
fleet operators involve the 
recent Government decision ,to 
allow 13.6 metre trailers to be 
used for domestic work as well 
as international operations 
from 1990 - a year earlier than 
piannpd previously the limit 
had been 12L2 metres. 

The overall length limit for 
articulated vehicles incorporat- 
ing trailers Is being increased 
this year from 15.5 to 1K5 
metres. The decision to acceler- 
ate the pr PCffP * of Chang e Miti 
bring the UK in fine with EC 


Weighty problem 
of dimensions 


specifications was expected to 
mato* it easier- for trafiwr fleet 
operators to order new equip- 
ment. However, operators have 
other constraints to consider. 

‘’Most UK 4x2 tractive units 
have a much shorter wheel- 
base than those operated on 
the flmj ti pynf — typically in 
the range 3.1- to 3.4 metres, 
compared with about : 3.8 
metres, aid this means that 
the front of the new Tong nose* 
trailer is certain to foul 

tiw of t frp cab,” darim* 
the FT A. 

If the fifth wheel is moved , 
rearwards in an attempt to 
achieve adequate clearance 
then, in many cases, this will 
result in the overall length 
exceed i n g 164 metres and will 
take the drive axle over the 
10J5 tnrmoa Unfit for the UK. 

Coupled with the need far 
trailer fleet -operators to 
acquire units which can he 
operated throughout Europe is 
a growing demand for more 
sophisticated equipment. 

A good example in that con- 
text is that air suspension cus- 
tomers increasingly want that 
feature because of the greater 
trailer and load stability, 
driver comfort and safety it 


provides. Other users require 
ent with tail lifts to 
! easier loading/unload- 


_ confirmation of the 

increasing demand for more 
specialised trailer equipment 
«nwp from Mr Colin Barr, mar- 
keting manager for BR5 
Trailer Rental. He said BBS 
was working closely with both 
f mrfwmw s and Mn tanwnt man- 
ufocturers to provide specialist 
equip ment fig niche markets. 

Mr Barr said examples 
hndudpd garment trailers for 
the • clothing, industry, dual 
temperature trailers fitted with 
ozone generators and thenno- 
jhs «nd extendable low 


Trailer rental organisations 
increasingly need to provide 
more than just standard nrrtta 
such as tandem-axle box vans 
and curtalnsiders. They are 
having to offer more sophisti- 
cated wri ts such as tri-axle cur-- 
tainsiders with air suspension, 
tandem axle curtalnsiders with 
varying heights, tri-axle and 
tandem-axle reefers. 

In that context, trailer rental 
companies stress the impor- 
tance of equipment suppliers 
and users discussing require- 
ments. Trailer • equipment 
rental, they say, involves as 
ip nrh consultancy activity as 
truck or even car rental. 
Demand is growing for trailer 
units which can be used In 
connection with European 
road/rail intermodal transport 
services. 

One of the leading European 
trailer and container rental 
awtea. Tiphook. for exaro- 


With equipment getting 
ever-more sophisticated and 
legislative requirements ever- 
more complex, more companies 
are opting to rent trailers 
rather than commit thmnsetves 
to heavy capital investment in 
equipment which might 
quickly become obsolete. 

The UK trailer rental market 
is estimated to involve some 
200,000 units of more than 16 
tonnes and is said to be grow- 
ing rapidly. However, the 
market’s nature is changing. 



The bfmodaf system: Trader Train moves rami oomMraitars by ntt 


pie. has recently introduced a 
road/rail intermodal transport 
system incorporating the pig- 
gyback concept. The system 
comprises a combination Of a 
lightweight rail car and a stan- 
dard articulated semi-trailer. 
An hydraulically controlled 
platform section of the rail 
wagon swings out horizontally, 
allowing a trailer to be 
reversed on. Power is supplied 
by the attendant tractor unit 
tinlike other similar systems, 
though, the tractor unit is then 
detached, allowing a separate 
rmtt to be used at the comple- 
tion of the rail journey. 

An alternative is a system 
called Trailer Train, which 
moves road semi-trailers by 
rail. A variety of body types 
can be specified, Including dry 
vans, curtalnsiders and tank- 
ers, and the raii/road chan- 
geover is said to take only 
about six minutes. 

Trailer Train vehicles have 
completely separate and Inde- 
pendent running gear for road 
and rail operation. In the road 
mode. Trailer Train is separate 
from its rail bogies which it 
leaves at the railhead terminal. 
In rail mode, the road wheels 
retract to allow the units to be 
moved on raO bogies at speeds 
of up to 120 km an hour. 

Other technolng irail develop- 
ments in the field of fntermo- 
dal transport fnrfnria MlnlTjnh: 
and ifcwriLtnk. The former is a 
small demountable system 
developed to handle small and 
high value goods which uses a 
specially -equipped four-wheel 
road chasms to switch bodies 
from rail to road and vice 
versa in about one minute. 
MaxlLink caters for larger 
demountables and can transfer 
npltB between the two modes 
in about six minutes. 

Phillip Hastings 
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lb capture the sheer bifctce of the new 200SX, the experts 
fett compelled to compare it with other clastic sports cars. Bus they 
didn't go Ear enough. 

The 200SX is a unique combination of power and beauty. 

. An eye-catchmgly sleek, aerodynamic body hlnts at the stunning 
performance that only a turbo-charged, multi-valve engine can defivec 
Flashing from 0-60 to a breathtaking &5 seconds and on to a top speed of 
140mpb*. it leaves the opposition standing. 

Pta-sharp. power assisted steering, a revolutionary multi-fink 
rear supensfon system and 
rear-wheel drive, give the 
200SX handling that is as NISSAN UK UD. WORTHING. SUSSEX, 
crisp and precise, as it ts exciting. Even la' slippery comfitians. electronic 
anfr-lock brakes provide the conBdence of ultimate control. 

And wfth the sort of luxury Interior one would expect from the 
sports coupe of tbe 90k, Ilk no wander the experts are unanimous. 

The 200SX - as tocfivkhiai as you are. 

200SX prices from fl7^95exdutfir^deSvery and number plates. “Where axKfitions alow 
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Sapphire LX. 


SierraGLS. 


RSCosworth. 



The 1990 Sierras. 

Proof that you can 

improve 

winning formula. 

are the same maximum retail, price as were the Ls before 
February 1st. 

Back to the technical side, the LX is powered by a 1.6, 
L8, 2.0 petrol or 1.8 litre Turbo Diesel engine. The 2.0 litre 
petrol version is, as you’d expect, the most powerful. And 
will propel you from rest to 60mph in just 11.1 seconds* 

The new Sierra GLX. 

Now performance and luxury are brought together. 

Moving on and up-market, here’s another shining 
example of Ford’s diversity. The new Sierra GLX comes with 
a choice of four engines. The familiar 1.8 litre, a new 2.0 
litre DOHC (Double Overhead Camshaft engine) and, for the 
performance afficionados among you, a fuel injected version 
of the same petrol engine. Finally, there’s a new 1.8 litre 
Turbo Diesel engine. 

Whichever model you choose will cruise comfortably, 
and more importantly, safely, at high speed on those long 
hops down the motorway. 


At Ford, we pride ourselves on our ability to listen to 
what you, the driver, has to say. 

This policy has brought about yet another sweeping 
round of improvements and refinements to the entire Sierra- 
Sapphire range, including the luxurious 2000E. 

Let’s have a closer look. 

The Sierra LX. 

Replaces the Sierra L for the same price as the L. 

Whatever happened to the ‘L’? We’ve simply replaced 
it with the Sierra LX. This car has many more features 
than the ‘L! Specifically, these are power front windows, 
an adjustable steering column, a ‘lights-on’ warning buzzer, 
tachometer, instrument panel dimmer, luxury velour trim, 
sports seats, anti-theft alarm, remote fuel filler/boot release, 
centre console with arm rest stowage, rear courtesy light, 
courtesy light delay and four spoke steering wheel. Phew! 

But wait, here’s the best bit. All this extra equipment 
comes at no extra cost, because the new 1.6/1.8LX models 









All the new DOHC engines get a new gearbox so 
sophisticated they have syncromesh on reverse. Other 
features include front fog lamps, headlamp wash- wipe, and 
electronically heated door mirrors, clearly a good idea. 

The Sierra GLS. 

At home on the racetrack or the high road. 

A sporty car for the driver who still wants to be Jackie 
Stewart. This car uses the same engine management system 
as the Ford-Benetton car that won last October’s Japanese 
Grand Prix. Its peppy engine will thrust you from 0-60 in 
a mere 9.1 seconds*. 

There are disc brakes on all four wheels, power assisted 
steering, and a sports suspension designed to keep you on 
the roughest of country roads. Ultra-low profile tyres and a 
black tailgate spoiler on the hatchback ensure you’ll also 
look good aroundtown. ' .. i,. - 

The Sierra Ghia. 

Sapphire now available with 4-wheel drive. 

A slightly more discreet looking vehicle, the Ghia offers 
an outstanding combination Of luxury and ‘driveability.’ 

You wanted 4- wheel drive? You’ve: now got it as an 
option on the DOHC 2 litre-injected Sierra Ghia Sapphire, 

There are other refinements, notably the Ford-pioneered 
‘Quickclear’ windscreen. Gone are days of hurriedly scraping 
off ice with credit cards. The electric heater in your window 
will also stop freezing fog frosting over it. .... 

Other, examples of our dedication to stress-free 
motoring include a top-of-the-range stereo and a pneumatic 
lumbar adjustment (that’s additional back support) on the 
front seats. 

The XR Sierras. Two important new additions. 

There’s now a family of 3 XRs. The superb 2.9 litre 
XR4x4 you. all know and love; That gets new alloy wheels. 

In addition there’s also a new DOHC 2 litre-injected 
XR4x4 for the more tax COnSCiOUS. * Ford computed figures. 


For those who want the performance and looks of the 
2.0 litre XR4x4, but don’t require 4-wheel drive, we’ve 
introduced the new XR4i. 

The new Sierra RS Cosworth. 

Now with integral 4-wheel drive. 

Well, really, you even demanded more from our ultimate 
roadcar, the RS Cosworth.. 

Your tenacity has been rewarded. On the new one you’ll 
find permanently engaged 4-wheel drive and a turbocharged 
engine, boosted to a staggering 220 ps. The suspension has 
been modified accordingly, driveshaft redesigned and yes, the 
brakes have been up-rated to boot. 

The new Turbo Diesel Sierras. Our other Turbos. 

The RS Cosworth used to be our only turbocharged 
Sierra. Today there’s a new generation of Turbo Diesels, 
available in Classic/Laser, LX and GLX form. They have an 
incredibly efficient 1.8 litre engine, which performs more like 
the petrol variants. 

The Sierra Classic and Laser. 

Cut the cost of moving up to a larger car. 

. Say you want to change your car, perhaps because 
you’ve got a growing family or simply want more room, 
then look no further them the Sierra Classic or Laser. 

They offer an easier jump into the big car bracket. Each 
model now comes with an electronic radio-cassette, tinted 
glass and 14". wheels with 185/65 tyres, plus a whole range 
of other new features, all as standard. There’s even an 
option of ABS brakes. You’ll find both cars an absolute 
pleasure to drive. 

For details of Ford’s Winning Fleet Package call the For d 
Fleet Information Service on 0245 283245 or write to the 
Ford Motor Company Limited c/o EWA, St. Mary’s Green, 
Chelmsford, Essex CM13TU. 


There is only one Sierra. 
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MR RICHARD Robinson, 
manager of facilities and pur- 
chasing: at Hitachi Data 
Systems (HDS), recently 
received a cheque for £12^77.69 
from Mr Norman Donkin, man- 
aging director of Lease Plan. 
Lease Plan is the company that 
supplies and maintains the 
200-plus cars that Hitachi Data 
Systems operates - and this Is 
not the first time that repay- 
ments have been made. 

“We have received a refund 
every year we have been with 
Lease Plan,” says Mr Robinson. 
“This latest cheque is a very 
satisfactory refund in respect 
of 14 of the vehicles which 
were terminated in the past 12 
months." 

However it was not just the 
prospect of such refunds that 
attracted the company to the 
Open Calculation system. 
According to Mr Robinson, one 
of the greatest advantages is 
the flexibility within the sys- 
tem that allows HDS to control 
costs by working out a proj- 
ected mileage for each car/ 
driver on the fleet and then 
tailoring a contract to those 
requirements. 

So, for example, an engineer 
living close to the City of Lon- 
don and doing most of his 
work there will probably clock 
up quite a low mileage; in that 
case, a three-year/36,000 miles 
contract would probably be 
most suitable. But another 
engineer with a large territory 
may well do 30,000 miles a year 
and in that case a two- year/ 
60,000 miles contract would 
make better economic sense. 

“We found earlier that when 
we had a blanket 60,000 miles 
contract covering the whole of 
the fleet, we paid out vast 
sums of money, even though 
some cars were going back 
with only 35,000 miles on the 
clock," says Mr Robinson. 

Furthermore, the Open Cal- 
culation system allows HDS to 
terminate cars early without 
penalty - so long as the 
vehicles achieve the projected 
residual value for Its current 
age and mileage. “What this 
means is that if someone joins 
the company and leaves 18 
months Later we can dispose of 
his car rather than putting it 
in the pool - which Is expen- 
sive - or paying a £5.000 or 
£6,000 termination charge, as 
we often had to with the previ- 
ous contract hire companies 
we dealt with.” 

Hitachi Data Systems chose 
to contract hire all its vehicles 
some years ago, when the com- 
pany was National Advance 
Systems, a subsidiary of the US 
firm National Semiconductor. 
The company was incorporated 
in Delaware and the account- 
ing policy was to keep fixed 
assets to an absolute minimum 
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Peugeot 405: part of the bend of cere In grade two 






PROFILE: Leasing 


Contracts tailored 
to suit every need 


- hence it made sense to rent 
rather than buy. HDS came 
into being late last year when 
National Semiconductor sold 
the subsidiary company to 
HitariiL However, as far as the 
vehicle fleet is concerned, 
there are no changes in direc- 
tion as far as contract hire is 
concerned. 

“Apart from the advantage 
of not having fixed assets on 
the balance sheets, if you buy 
and run your own vehicles you 
first have to finance them and 
then yon have your money tied 
up in lumps of metal sitting in 
the car park or running round 
the country depredating last. 

“You also have the enor- 
mous hassle of sourcing and 
supplying the cars themselves. 
Then you have the nightmare 
of the administrative and 
accounting procedures. You 
have to take an responsibility 
for maintenance and repair 
and finally you have to dispose 
of the cars, hoping you get the 
best possible prices. But with 
contract hire you don't get any 
of this aggravation," says Mr 
Robinson. 


HDS company car drivers get 
a fairly wide choice of cars 
from within lists of 20 or so 
m od al* in p*<*h of four bands. 
Grade 1 has mortals such as the 
Ford Sierra US Estate of Vaux- 
hall Cavalier 1.6GL; Grade 2 
moves up to Ford Granada 2 
litre, Audi 80 and Peugeot 405 
territory while drivers in 
Group 3 can choose from the 
likes cf the BMW 3201 or Gran- 
ada 23. At tiie top of the scale, 
branch managers and senior 
managers «in choose models 
such as the BMW 5201, Merced- 
es-Benz 190 or Rover 827. 

Board, members also get a 
relatively free choice, within a 
set budget The lists of rii gfbla 
cars are drawn up each year at 
a meeting between HDS and 
Lease Plan. Mr Robinson 
acknowledges that this is a 
very flexible car policy — and 
therefore probably not the 
most economical - but the 
HDS view is that since many of 
their drivers spend a great deal 
of time on the road, they would 
like a reasonable level of com- 
fort. Therefore the models cho- 
sen tend to be those with high 


Phillip Hastings looks at methods of buying commerc ial vehicles 

T endency towards subjectivity 
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levels of specification. 

In drawing up the lists, care 
is felreti to e i m mv that 
there is a reasonable differen- 
tial between the grades “so 
that when people get promoted 
they also get a bit of a lift with 
their new car.** In future, how- 
ever, it is possihle that fewer 
HDS employees will be pro- 
vided with company cars. 
Already around 6 per cent cf 
those eligible have opted to 
provide their own cars and 
take a mileag e allowance for 
business use 4 

“Now we have a situation in 
which a good number of people 
whose cars are due for replace- 
ment round about April or May 
are waiting to see what the 
Chan cellor will do at the nwrt 
Budget before Tiialrfng a final 
choice," says Mr Robinson. “If 
he Imposes further penal levels 
of tax in the benefit-in-kind 
scales, I think quite a few more 
might decide it's in their inter- 
est to take the mileage allow- 
ance instead. " 

Martin Derrick 


THE CHOOSING of vehicles 
for van and light commercial 
fleet operations should centre 
mi an objective assessment cf 
the available options to pro- 
duce the optimum solution for __ 
the activities involved. ' ' • “ 

However, there is still a ten- 
dency for a degree of subjectiv- 
ity to derisions, par- 

ticularly among medium and 
smafler-size operators. 

Although certain basic crite- 
ria have to be met, the choice 
of vehicle is often based on 
financial considerations such 
as which dealer will offer the 
best terms, or personal prefer- 
ences of tiie fleet/ operations 
manag er and drivers. 

For example, the managing 
(firector of one medium-size UK 
parcels delivery company 
admitted that daring the eady 
days of his organisation,, the 
important factor when it came 
to van purchasing policy was 
tiie availability of finance. 

As the company became bet- 
ter established it began to look 
at the quality and performance 
of different vehicles, he said. 
Decision-making often rested 
on the of manages 

at a local lev eL 

However, according to same 
rnmpanipq involved m supply- 
ing vans »"d Tf gfrt c ommercial 
vehicles for fleet operations, 
such an approach can prove 
costly. Mr Neal Pykett. a main 
board director of T Cowie, the 
vehicle contract hire/leasing 
group, claims that some opera- 
tors lose thousands of pounds a 
year through ineffective fleet 
managBWipn t, 

“They lose money because 
they exercise no proper control 
over vehicle acquisition and 
maintenance and their disposal 
policy for use vehicles tends to 
be haphazard and unscienti- 
fic,” he «aid. 

To support that claim, Mr 
Pykett cited tiie example of a 
multi-depot company with a 
fleet of nearly 200 vans. 

All the vehicles had been 
purchased by local depot man- 
agers who were responsible for 


arranging servicing of the 
vehicles «md m ll l n g them _ en- 
tire second hand market 

“They had no real idea of 
what the fleet was costing, 
them over a 12-month period, 
.because. the whole operation 
qncontrdDBd. 

Another coraplicatkm is that .«• 
when it mmes to vehicle selec- 
tion, it is often necessary to 
take a number irf incompatible 
factors into acc o u nt . 

hi many cases, therefore, a - 
compromise has to be reached. 
For enmp i e, driven involved 
with high frequency deliveries 
fend to prefer vehicles with 
more than one access door to 
allow easier loading- and 

wwlnstrtlwff but *h»t nan rttmfav 
Ish security. 

“For vehicles operated in 
London, it is useful to have 
side door loading capability 
because of the traffic prob- 
lems,” said Mr Brian Taylor, 
sales manager for London- 
based courier company Speed 
Services. 

Figures from the Society of 
Motor Manufacturers and 
Traders show that tire number 
of r egist ra tions for light com- 
mercial vehicles cf up to L8 
tonnes in 1989 was 110,472, 
about I£00 up on the 1988 total 
of 117,662. 

In 1989, UK manufactured 
vehicles accounted for 86,839 
registrations and imported 
vehicles, 32,633. That compared 
with 8^384 and 33,678, respec- 
tively, in 1988. 

The picture for light com- - 
marcfal vehicles in the L8 to 
3.5 tonne- ca te gory was similar, 
with the 1989 total of I59£21 
being just over 9,000 up cm tire 
1388 figure. . 

Again, UK manufacturers 
sli ghtly improved their market 
share with 87,670 registrations, 
against 71,851 for imported 
vehicles. Comparable figures 
for 1968 were 82,063 and 68^78. 

New registrations in the 
light 4x4 commercial vehicle 
category showed an increase in 
1989 over 1988; 39,8*1 as against 
18,208. hi that sector, imported 


Sumo: society <* ItatatM******™* *** Tradm* 


vehicles outsold UK manufac- 
tured units; UjBOS-j compared, 
with 8^40. ' ■ ' - 

However, UK manufacturers 
did improve their market share 
— - the - figures ..foe ^1988 -were 
r\pQA far imports and S364 for 
UK produced vebfelas. ■ ■ 
TechnologicaI]y r tire van and 

light BmmiHriah - nwritq l htw 

not seen many breakthroughs 
or changes over tire last few 


COMPARISON! 


potentially important recent 
development for operators of 
vans and light commercial 
vehicles involved the move last 
' year by the UK Government to 
^publish ' proposals for changes 
mi tire country’s g oods ve hicle 
operator licensing system. 

Un d»r those proposals, licen- 
sing will still be required far 
goods vehicles of more than 3.5 
fnnnpB gross vehicle weight. 

However, the Government is 
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However, one significant 
trend has been the improve- 
ment, inthe overall perfor- 
mance of diesel powered 
vehicles to the print where it 
is claimed that ccitidsms-oyer 
alleged lack of performance are 
no longer valid. 

According to Cowie, diesels 
now compete well, laden, or 
unladen, with their petrol 
gn gfrrad counterpar ts and have 
theadded advantage of greater : 
fori economy. 

To support that argument,, 
tire company has produced a 
tahle showing a range' cf popu- 
lar smaH and medium-car 
derived vans according to. their . 
lease factor. That factor, takas 
into account all costs, other 
than fud and insurance. 

■ • On the legislative fronts one 
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Swck Court# tto arta a a l m 

suggesting that hire and 
reward operators with vehicles 
hi the 33 to six tonne range 
' should be relieved of the need 
to meet the requirements of 
good rapute^finandal standing 
and professional competence 
as outlined in the European 
Commission directive on 
admission to :the read hawiRg e 
business which covers vehicles 
of . more fo«n six tonnes. 

This would mean hire and 
reward operatora'of vehicles in 
tire 33 to. six' tonne category 
would be ficensed in tiie same 
way.asown account operators. 

That includes the require- 

wiwit tn ^ nui i u d ni fa i mfnriflnt 

resources for tire proper mflin- 
tepauice of vehicles ; and the 
provision .* .of a suitable 
operations centre. 
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HOW PHH ALLSTAR DRIVES 
BRITAIN'S FLEET COSTS DOWN 
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It s not a body of water, 
it's a state of mind. 


Cost savings on tuei 
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Reduced recovers 
and cat .Hire costs 


No hi-Jdc-n costs on 
leasing ane contract hire 


Full maintc-nfincw 
cost control 
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AKLWSXUt fad Cuds One weddy tovplo e detiBsafl 

purdwesoo a card accepted at over 9000 * 

As the card can only be used for fuel and oR. thoe can be 
no hidden expenses. 

ALL*SXAK Sendee Card Al the maintenance »id repair 
cotes aontnoHed by you. appear an one forfn(g|4br tevoloe. 
We have an 8500-strong service netiwrii nationwide, 
AUMDUtiMiaW A tidy managed maintenance 
piMg a mmefar your vchk3c Beet c pwa te d and con lr oa e d 
tyourtedmcaByqiHBSedstafC- 

AU.*SPUt Ve M de teyhlka ind Ma -tegrai tat 

Our hus(e buying pwer mem c^st-elfedlve purehas^g. 
VMe do negotiate the hest prtco for used vehides. 

AU*5IA* Uxdng Ourfedbfe *an^ ofieastngopaom 
can be ambfeied to provide you wtth the best poss&le 
fundbtg far your Beet. 


AUASna Cutemct Ih* A campettOvc pacfcage.Bwt covers 
wrwpecte orveAfdeapenlfcms. openly Cbdosed and wttteut 
the normd contact Wre penalties. 

For father Information cn-bow rHH ABSar can reduce yow 
Beet cotes pteete retu rn the wp iy pdd card, or telephone 

Anne Haney on (0793) 887000 codty. 


f PHH AHStar 


• — ** — r — — tumml ulumi | 


I ma p—. — i — fWurtfanhfcd. 

V - 




XI 




Siai 


FINANCIAL TIMES THURSDAY FEBRUARY 22 1990 


ctivi 


Jr.J£ t 


2 s.« 5 *®S 


S.'S-jSBS*. 
’ -u:: 




«ea, * 
•'fs*i «* 


."* a 

a 


*.1£; ji^ 

VJ rT-.^^Sfe 


• 7 : ;v; : ;=i . xpsj. 

- 

- ■ " V- VI: "222^ 
; -r-^XVLirV 

• • ’ — *:■ •-! :a»~ 




^ 2rZ,lTi. 


v r 


VEHICLE FLEET MANAGEMENT 1 1 


The contract hire industry is under pressure from falls in car residual values and increased competition, Ken Gooding reports 

Tax issue raises financial temperature Purchase still popular 


A SHAKE-UP has started in 
the UK contract hire business 
that will probably have wide- 
ranging effects on the industry 
and might bring problems foir 
its clients. 

The pressures come from 
two directions; a recent sharp 
fell in car residual values and 
the intense competition seen in 
the contr a ct hire industry 
since the late 1980s. At that 
time dozens of newcomers 
elbowed their way into this 
last-growing business. 

The financial strain these 
factors are placing on some 
contract hire companies might 
be relatively short-lived, but 
the industry has seem some big 
clients gradually drift away, 
partly because of the Govern- 
ment's tax treatment of com- 
pany cars. This obviously has 
implications for the in dustry 's 
long-term health. 

The new entrants in the con- 
tract hire IwmTiHMi maJp 
biggest impact in 1987. 

However, many based their 
forecasts of car residual values 
on prices being achieved that 
year - and 1987 was for from 
typical. 

There was a dearth of good 
used cars, reflecting the mid- 
19808 recession in the new car 
marfeet, and prices of used cars 
rose by 18 to 20 per cent from 
the 1986 level. 

In recent months residual 
values have slumped because 
high interest rates are doing 
their job and deterring poten- 
tial used car buyers. 

Cash prices have not fallen 
for but used vehicle values, 
when expressed as a percent- 
age of future new prices, are 
dramatically down. 

At the same time, because 
most user companies -keep 
their cars for three years, the 
unusually high number of conr 
tract hire and lease cars 
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Ian Buckteyr moving away 
from routine contract Nna -. 

bought in 1967 are causing a 
glut. 

It was apparent al-the end of . 
last year that several contra ct 
hire companies were beginning 
to bavB problems disposing of 
their used cars because -their 
stocks were building up. 
Rather *b«n keep the vehicles 
through the winter, many com- 
panies sold them at what one 
observer described as “abys- 
mally low prices." 

Pro blems are expected to get 
even worse this year. This 
nyana some contract hire com* 

The new e n t ran ts In 
the contract hire 
business made their 
biggest impact In 1987 

panics face serious financial 
difficulties. 

Take, for example, a com- 
pany which bought a car for 
£10,000 in 1987 and assumed a 
residual value in 1990 afSLSOO. 
The car, in current condi t i o ns, 
is unlikely to fetch more t ha n 
£4,000, thus eliminating all 
profit on that particular con- 
tract. ^ _ 

There are between 500 and 
600 companies offering con- 
tract hire in the UK but only 40 
of any great size and which are 

long-established. 

The companies likely to be 
hardest hit are those which 

entered the market during the 
last five, good, years. 

Mr Geoff Cobley, ma nagin g 
director of Fleet Management 
Services, part of the Green- 
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Geoff Cobley: w arn e d fn 1988 Kief some companies were getting tiiefr reefduef vefoee wrong 


house Groups gave a wanting 
to the industry as knz aso as 
1968 that many of his compa- 
ny's rivals were getting their 
residual values wrong. 

-His advice to contract hire 
companies trim can clearly see 
their past mistakes catching 
up wins them is that they must 
take early action to cut back 
overheads and contain costs. 

As for as car usera are con- 
cerned, most hire contr ac t s 
contain clauses which enable 
users to “escape^ should the 
worst happen and the contract 
hire conce r n go into ffquidar 
titm. *- 

However, previous experi- 
ence suggests that users suffer 
when contract hire companies 
get In*** trouble. 

For example, if a contract 
hire concern does not pay its 
maintenance «m<t repair Mils 
on time, tha Impact is felt by 
its clients. ft is cflant compa- 
nies which lose the use of their 
can if the vehicles an kept off 
the -road when the contracted 
garage refuses to do the neces- 
sary repair or maintenance 
work because its bins hove not 
been paid. 

Mr Cobley admits the f™»p 
of the hire i^ « l r y 

might, be dented in the short 


■ The £&000 limitation makes 
contract hire or car leasing less 
attr a ct ive as cars become more 
expensive or when a company 
is using a large number of 
ex pen si v e cys. 

Mr Cobley reckons the aver- 
age sales representative's car 
now costs £8,600 after dfecotmt, 
while the average sum paid by 
companies for a carls between 
£9,000 and £9,500. “At tills level 
it is more att ra c ti ve to them to 
own 'tiie cars and claim the 
capital allowances,” he says. 

Consequently, a growing 
number of companies with 
luge fleets is giving up con- 
tract hire and leasing. Fortu- 
nately for the industry, how- 
ever, most of them do not want 
to take on the burden of har- 
lug their own inhouse car fleet 
management department and 
are turning to fleet manage- 
ment specialists instead. 

Six years ago, for example, 
contract purchase (described in 
the accompanying panel) was 
virtually unknown in the com- 
pany ear market.- Last year ft 
accounted for 4 per cent. 

Ur Ian Buckley, managing 
director of Evans Hals haw 
Vehicle Manage m e nt Services, 
says his company is among 
those seeing a move away from 
routine contract hire. “VcflatQe 


trt gft interest rates are 
companies reluctant to enter 
into inflexible, fixed cost fund- 
ing agreements," he suggests. 

For many fleets, a contract 
purchase scheme offers a ver- 
satile, tax-efficient a lternati ve 
to contract hire — particularly 
for executive cars. 

“Our larger clients such as 
G uinness use this method 
extensively because tbe agree- 
ment them to retain a 

Wgh degree of flexibility on 
managing their fleet costs. At 


the same time, however, there 
are «w»«g h built-in safeguards 
within the agreement for the 
company to avoid becoming 
exposed to undue risks on 
residual values,” he adds. 

However, there are many in 
the industry who believe the 
wnw>rtafiitiM in the fleet car 
market are likely to persuade 
more mwipaniaa which hi the 
past have bought their cars 
outright to awltrii to contract 
hire. 

"Many companies which are 


still financing and running 
their own car fleets, whatever 
the size, must necessarily take 
a second look at their policy in 
current circumstances," says 
Mr Geoff Becque, a director of 
Lease contracts. "With Interest 
rates at their present high lev- 
els, It makes little sense for 
such companies to have large 
sums of capital locked away in 
depreciating assets which they 
usually don't have 
expertise and time to manage 
efficiently." 

Mr Becque points out that 
there is a wider range of mod- 
els than ever before in the UK 
fleet market. This Is partly 
because of mannfocturer initia- 
tives to w ar ds the fleet sector, 
but also follows from the rapid 
development al “user-chooser" 
schemes. 

“However, it does mean that 
without p Fyfa»dmM , | h«>ip the 
user company itself is more 
exposed than before to signifi- 
cant depreciation risks,” says 
Mr Becque. 

He aHifa- “It is AMumHat that 
companies, and anyone 
involved in vehicle ar qwkriHnn, 
whether they use contract hire 
or not, should appreciate what 
is happening with residual val- 
ues and be guided by these. 
They should not base decisions 
on initial purchase prices 
alone, no matter what the dis- 
counts may be.” 


THE MOST popular method 
used by companies to acquire 
fleet ears remains outright 
purchase whereby the user 
fends the vehicle from its own 
resources or bank loans and 
is responsible for all expenses 
nmt managemen t, in eluding 
ultimate disposal 

Outright purchase accounted 
for 76 per cent of the company 
car market in 1988 but by the 
middle erf 1989 Us share was 
down to 51 per cent, according 
to an analysis by Lex Vehicle 
Leasing. 

Most of the business went 
to contract hire. In 1982, 
contract hire had 10 percent 
of the company car market, 
in 1989 its share has grown 

to 26 per cent. 

Contract hire involves the 
user company paying a 
supplier a fired monthly 
rental for the use of a vehicle 
for a pre-agreed period and 

mflaage. 

Charges usually cover all 
a er vidn f wmtnta umce 

costs but exclude insurance 
and feel costs. 

Tbe user company never 
owns the vehicle, cannot 
capital allowances for it, takes 
no risks in its residual value 
and tbe vehicle never appears 
an the user's balance 
sheet. 

The user can charge the 
rental payments directly 


against profits as a deduction 
for tax purposes. 

The rentals of vehicles with 
a retail value when new of 
more fl?«n £8,000 are subject 
to a partial restriction for 
capital allowance purposes. 
This operates on a sliding 
scale, disallowing a part of 
the «w«mrfwg element of the 
hire charge according to the 
amount of the excess of the 
retail value of the vehicle over 
£ 8 , 000 . 

Use o t finance leases fox 
company cars grew during 
the 1980s but this method 
suffered a set-back after July 
1987 when companies were 
required to record assets 
acquired by finance leases at 
net book value on their 
balance sheets. Consequently, 
finance leasing's share of the 
market has advanced from 
7 per cent in 1882 to 8 par cant 
in 1989. 

When a finance lease is used 
the supplier retains ownership 
and the user pays monthly 
charges which include capital 
and interest payments. 

Although the liability in 
the lease must be noted in the 
lessee's balance sheet, the 
supplier claims capital 
allowances. The user is 
responsible for all expenses 

nyiil nifliiflgpiiipfi L 

The use of hire purchase tot 
company cars has grown since 


1982 from 8 per cent to 11 per 
cent of the market. 

In this method the user pays 
the supplier a fixed hire 
charge for an agreed time and 
has an option to purchase the 
vehicle at a nominal charge 
at the end of this time. The 
user Is responsible for all 
expenses and manag e me n t 
pnH the vehicle must be 
included cm his balance sheet 
at net book value (cost less 
depreciation). 

Contract purchase, which 
accounts for about 4 per cent 
of the market according to 
Lex Vehicle Leasing, Is a 
system in which the user buys 
the vehicle from the supplier 
and pays the supplier fired 
monthly charges for servicing 
and maintenance for an agreed 
period and mileage. 

The vehicle is on the user's 
balance sheet and tbe user 
Is eli gible for «*a pttal 
allowances. 

At the end of the contract 
the supplier buys back the 
car at a pre-agreed price. Thus 
the supplier bears all risks 
of the disposal value. 

As VAT is charged only on 
servicing and maintenance 
and not on fending, contract 
purchase can be advantageous 
to companies who are not folly 
registered for VAT purposes. 

Kenneth Gooding 


faun.. *But in the i*mg «* twin 
ft should he good for tbe indus- 
try if it shakes oat some off the 
less-oxpartenced operators, The 

— r* •- ' 
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'well -into 1901 but eventually 
should subside. However, 
unless the Chanccfflor changes 
the way company cars are 
taxed, the gradual loss of 
larger customers seems likely 

to rfiUtfanB . . 

Tie industry insists that the 
tax laws discriminate against 
computes flnanty their 

cars through leasing or con- 
tract Ur e. -. 

.. The Government's original 
intention was to limit the tax 
relief available on luxu ry cars. 
However, to achieve that laud- 
able objective, in 1979 It 
insisted that luxury car prices 
began at £8,000. That led to 
some argument even then. But 
the £8,000 limit has not been 

rnWmi- ’ 

The £8,000 mile affects aH 
purchasers of company cars, 
mnttfoig the 25 per cent writ 
fog-down allowance to a maxi- 
mum of £2^00. Tbe industry 

that ears "which, are an 
lease or contract hire suffer a 
second disallowance, because 
the fleet user's ahfitty to write 
off the rentals for tax purposes 
is also restricted. 

Mr Norman Donkfn, manag- 
ing directorcf Lease Flan UK, 
sums tip tbe in d us try' s view 
when he says; “The Govern- 
ment maintains a' car cost- 
ing £8,000 is an expensive 
vehicle. This is- nonsense; The 
average fleet car purchased 
today costs over £10,000. In 
1979, when the fimif was last 
increased, £8,000 would buy a 
luxury car. But in 1990 Gris is 


The first 

shock absorber 

developed by 
a contract hire 

company 
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Finding new ways to provide smoother motoring on your behalf or arrange overnight accommodation. 


hm been a priority since we pioneered contract lb maim things easier still, Goldshleld is one of 


hire In the United Kingdom over thirty years ago. the few services yon can contact via motorway SOS 


Goldshleld is our latest Innovation. telephones. 

Ills designed to cushion the ride for drivers /"AlittleV And Goldshleld doesn’t stop there. We 
and fleet managers. And ft's so reliable, ( Lextra) ■ ran ease the fleet manager's problems by 


we're actually prepared to guarantee 1L \ para / getting the car back on the road as soon 


We guarantee to get (be SAC to a break- 'as possible, arranging engineers* reports 


down or accident in under 2 hours. We guarantee a dealing with insurance companies, even helping to 


replacement car. where necessary. In leas than 3 boors recover any uninsured losses. 


(usually much less). We'll make a courtesy phone call Surprisingly, all this extra (rare doesn't cost any 


extra. Goldshleld can be standard equipment on all 


your Lex cars. 


For further details on Lex Contract Hire and the Goldshleld 
| scheme, send to: Lex Vehicle I -easing, New Business Division, | 
1 Park Avenue, Sate, Cheshire M33 1HJ. Or call 0800 Z6SB72. 


Lex .'.Vehicle 

Le as i n g _ . 


LEX 
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Latest technologies have made it easier for fleet managers to communicate with their drivers on the road, Della Bra dshaw reports 

So many ways to get the message through to the trucK 
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ONE OF the most difficult 
things about managing a fleet 
of vehicles - be it saloon cars 
or articulated lorries - is to 
know where each vehicle is 
and how to get a message to it 
A clutch of new solutions to 
just that problem has appeared 
on the market over the past 
five years, ranging from 
portable phones to satellite 
message services. 

Many managers may 
not want to talk to the 
drivers — Just get a 
message to them 


All the fleet manager needs 
to ask is: what sort of 
messages does the company 
and vehicle driver need to 
exchange — and between 
which countries - and how 
much Is the company prepared 
to spend. 

Although the heavily 
publicised cellular car phones 
would seem an obvious 
solution — and in the UK 
prices of such phones have 
dropped like a stone - the cost 
of making calls on the cellular 
radio networks can be 
expensive, particularly if the 
fleet drivers have relatives in 
Australia or south-east Asia. 

Then a gain, many company 
managers may not actually 
want to talk to the drivers - 
just get a message to them, 
such as a change in the 
location of their next pick-up 
or deliv ery. 

Transmitting these shorter 
messages has been the 



Subscribers to Band Three Radio can send and receive w ri tt en copy in their vehicle* 


traditional role of the mobile 
radio company, which installs 
a special despatcher unit at the 
fleet company's headquarters 
from where messages are sent 
out to the individual drivers 
over specially-allocated radio 
frequencies. 

These messages, where only 


one person can speak at a time 
by pressing the button first, 
are now available on a 
region-by-region basis in the 
UK, and will soon be 
obtainable nationally from 

mwmariiaa SUbh 38 Wand Three 

Radio (of Basingstoke) or 
National One (of Chelmsford). 


Such .services, are .already 
proving popular, says Mr 
Callum Maclde, sales and 
marketing director of Band 
Three Radio. His service has 
1 L 000 mobile radios an It, each 
making or receiving on 
average five calls a day, with 
eadh generally lasting about 30 


Cnstamers using the service 
include Bass, the brewing 
company; the Amec 
construction group; TNT 
Skypak, the delivery company 
and even t he B SPCA, the UK’s 
animal protection society. 

That said, man y companies 
do not need voice communic- 
ations at all - a message 
printed out in the cab could 
suffice. 

Several of London’s black 
taxicab companies now have 
computers which print out' 
information on where to pick 
up their next fores. And 
crenpanfes such as Band Three 
Radio are 1 offering , data 
services as well as voice calls 
mi their network. 

These short bursts of data 
could be sent on the ceflular 
mobile networks, with a 
mo de m attached to the rece- 
iving in-car com p ut er. 

However, using these 
services is com par- atively 
expensive because the phone 
companies allocate a whole 
voice channel to the 
transmission — and charge 
accordingly - even though 
data can be squeezed Into a 
much smaller space than voice 
»twi so sent more cheaply. 

To solve this problem, five 
services will be set up in the 
UK over the next year which 
will enable companies to send 
these data messages to car or 
lor ry fleets, initially in London 
but eventually throughout 
the UK 

The companies now 
negot iatin g licences for these 
wuHnwfli mobile data networks 
are QigHai Mobile Communic- 
ations, Hutchison Telecom- 


Free.The A-Z of 
fleet finance. 





(Or should we say C-G). 


Back in 1965 we launched our first rent-a-car 
fleet with C registration Morris 1100’s. 

Twenty four years (and' a whole alphabet) on, 
AVIS is now a household name with a fleet of more 
than 70,000 vehicles in the UK. 

Now we would like to share some of the wealth 
of experience we’ve gained, and it can be yours 
absolutely free. ‘Finance Options for your Company 
Cars’ provides important information on the various 
methods of funding company fleets, in one handy 
document. Its guidelines will help you decide on the 
most efficient way to run your cars in terms of both 
cost and administration. 

So, whatever the size of your company, and 
whatever your needs, you’ll find twenty four years of 
Avis experience invaluable. 


For your free copy of ‘Finance Options’ complete 
and return the coupon now. 


or call us on FREEPHONE 






1 Pleaseletnwlia^iwHtHEcopyoflheiiHiiagcinciitiqxBV^TtoinoeOpdpns. 

I for your Company Cars" j 

Please complete and return this coupon to:- Avis -Lease & fleet Management, 

I PO Box 231 , Warrington, WA2 7NZ. ‘W'i! , W * 1 1 1 w ^ 11 1 ■ 1 r n :" tL 


ftaemcn: _ 
Company: 
Address _ 


TeLNo:. 
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. Number of can:. 
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xamricatfams and Ram Mobile 
Data, all of London,. Cogoito 
Groap, of Cambridge, and Mot* 
oroia Storno, of Basingstoke. 

Hutchison is planning to 
begin its service, by J uly, sa ys 
Mr Robert Condon, a director, 
with the first applications 
bkfiiy -to be for mobile units to 
amid, and receive messages 
from despatch riders or 
drivers. 

. Uta ^ nrnnpany . pbnm fn * 

- Trar»mftfing shorter 
messages has been ' . 
B»e role of the mobile : 
-7 radio com pa ny • ; 


and modem like those used in 
London.’* 

Bat for many companies, 
with, lorry fleets travelling 
across Europe, the most useful 
service is fikely to-be a syst em 
which -can pinpoint the truck 
anywhere on the Continent 
and transmit information to 
the driver. 

Such services, pioneered in 
the US, are now being 
introduced in Europe' fry foe. 
international • . 'satellite* 




- The systems work by 
sending messages from the 
fleet company computer 
syste m - the address of the 
next job, say - to the 
computer system of tlm 
f aH Wp service company. . 

From there, the message is 
sent to a satellite and then 
txananitted .hi blanket form 
across the' whole of the 
Continent The message is 
coded so only, the individual 
truck with the appropriate : 
receiving equipment . can Trfcfc 
up the signaL • • "• 

Eutelsat. the European 
European Tdeco rnmuh i cattons 
.qofowftp Organisation, based in 
Paris, is conducting trials of a 
service called Enteltacs, based 
on p qntpmont: ftnm QngWimrn, 
of San Diego. The 28 countries 
which are signatories to 
Em^sat will be able to use its 
satellites to send text messages 
backwards and forwards 
between a fixed base and a 
vehicle. 

Lorries using file service will 
be eqnjppedwith an 11 -inch 
circular a n te n na qq the roof of 
the cab, an electronic 
transmitter and r ece i v e r 

and a amaU comp ut er dis p la y 
unit with keyboard. 

* A similar trial service Is 
being o ff ered by Inmarsat, the 

: •- . vT 7 . w «*7 


international maritime se rv i ce. 
The equipment , used for 
Inmar sat' C resembles- that 
used Iff flie : Enteltacs service; 
but faatwad of a dish on the 
lorry, roof . there wffl. be a cone. 

to receive and send the signals. 

Many companies do ; 

not need voice 
communications — * 0 - 
printout could suffice 


Initially, that - involved 
telex-style messages Winging 
between headquarters and .the. 
lorry, but eventually.it will 
enable companies to -send 
information between their 
flirts and headquarters in the 
form of faesfanfle or electronic 

wwil mpy MgM. -- 

- As well as transmitting text 
messages. , these, systems can - 
also incorporate positioning , 


tefhnnlogytocalmbrtewhgre 
the lorry is to within, say, 100 
metres,; ' t > },/} ■; ■ 

* Vehicle loCation systems 
h yliute Twim C, avaflable in 
North America and parts of 
Europer GlpnaMt; the Soviet 
pinpointing system; and, the 
Navstar Global Positionlng 
System (GESV developed by 

the USdefeDceanthorities, 
Allhongkthe US and Soviet 
systems w ere- ; or iginally 
dwrigned to pinpoint military 
vehicles; both , will introduce s 
less sophisticated version V- 
witbTess accurate pinpointing 

— far ftwmnfflr fal paft. 

By the ^ trf ihis year. nsers 
in fleets'-^ in ^Europe will 
technically be able to -get 
access to the GPS system .for 
between. 14 sndl&haars every 
day to enable them to. pinpoint . 
tbelr vehicles- To many, tost 
may' ^HK seem tOte-pie In the 

r ; -.■ft. ti- 


WELL AWARE that it pays to 
shop, around in the used car 
market, Canadian fleet manag- 
es are devoting a growing part 
of their energies to ensuring 
that they get the best deal 
when they, dispose of their 

:VBhiCte 8 . * 

“We don't just want dispos- 
als,” says Mr David Elliott.; 
who manages a L 300- vehicle 
fleet for the state-owned <01 
company Petxo-Canada. “We 
want effective marketing of 
bur used Vehicles.” ‘ . 

The result is that leading 
Sleet management companies 
are polling out the stops to 
ensure And they have their fin- 
gers as dose to the poise of the 
used car market as possible. 

The success of their efforts 
can be .ganged from., the fact 
that Caoa&aVtwo biggest fleet* 
consultants, Tnathalon 
VebideLearingand PHH Can- 
ada. now sell not only fleet 
vehicles, bat also wrecks and 
cars repossessed by banks. 
PHH expects to sell aboot 2JOOQ 
mm-flaet vehicles tins year out 
of a total of 14,000. ■ 

fleet cars have traditionally 
been sold either to their driv- 
ers, other employees in the 
company or to wholesalers, 
htokers and dealers. One varia- 
tion has been the “exclusive 
auction, " where only vehicles 

wwmfHWul I m a vtorifnaiTnw ii wn . 


pany are put on the block. 

Moving vehicles around the 
country has become another 
popular way of finding the best 
pikes. 

In a country as big as Can- 
ada, tbe used car market often 
dif fer s markedly from one cen- 
tre to another. Mr Elliott 


.room foe up. to two weeks.bf 
they cannot be sold within that 
thus, they are moved to tbe 
p ormfli auctions. 

Mr Gflligan is confident the 
marketing centres help get -bet 
ter prices by giving fleet man-* 
agers more control, over the 
sales proc ess th an titey have at 
auctions. PHH is planning to 
open outlets . in Calgary, , 
Edmonton and to aug- 

ment those already open in 
Toronto, Montreal and Vancou- 
ver. 

Although Triathaton also 
operates two of its own show- 
rooms, Mr Hugo Sorensen, the 
company's president, is less 
sure about their benefits. He 


Moving vehicles 

around the country: - 
has become another ' 
popular way of finding 
the best prices 


agrees that the marketing cen- 
tres en h an ce s the .fleet manag- 
ers’ control, but he notes that 
presentation, is of little impor- 
tance to knowledgeable whole- 
sale bu y ers . “If I wash the car, 
wffl I get more money for it?” 

he asks. 

GE Vehicle Management, the 

U.L J 


inate the fleet leasing and 

nmngg W |)W^ h pmnnyf in Han. 

ada, has decided against mar- 
keting centres. 

Mr Les Coles, the company's 
president, says that “more 
Important than a marketing 
centre is whether you have 
knowledgeable people. Our 


its market share, but says it is 
roughly on a par with PHH, 
following Its acquisition last 
year of the fourth biggest com- 
pany,* McCullagh Leasing, 
which, had 17.000 cars In Its 

, Desjardins Leasing, a unit of 
the DesjarcBns co-operative 
movement, is a leading fleet 
• mana ger ifi'Q nflbe c.- 

The companies themselves 
agree that services offered and 
prices charged to fleet owners 
are very similar. Competition 
is tints fatwwp 

In an effort to got a bead- 
start on its competitors,' GE 
has set up what it calls a Circle 
of Excellence a group of about 
a dozen of its biggest custom- 
era which gets together twicea 
year in Toronto to air their 
joys -and grievances about its 
services. Mr Coles says Gfi has 
put two new programs in 
as a result of these discussions.' 
namel y, a taxable benefits 
. report to fleet owners, and a 
vehicle licensing and xetogfa- 
tration service. 

The biggest battle for Can- 
ada s fleet managers at present 
Is to keep others out of the 
vehicle leasing b usiness. 

In particular, the country’s 
faig six banks see Wawtng as a 
logical extension of their finan- 
cing of new cars. They axe con-' 


. — ” *«*■ vuoi.juwa 

charges than the leasing com: 



The hanks still requ i re gov- 
wnment permission” before 

they can enter tbe leasing busi- 
ness, and the feastagtodustry 
taa mounted an aggressivSlob- 
bytog campaign to stop them. 
Although it may thus be 


H oning facfl tttes. fleet , 

The PHH ontiet in Taranto, athalon, 75 
for instanoe/ is simHar to an tbe - Triloh 
car 


«tepetition id the leaMng 
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« The Rat Croma. Next to any^other car fn Its price range, it looks expensive. 

In fact, it -looks, and: performs, a good six or seven thousand 
pounds better than it actually, costs. And if you take advantage of the 
Fiat Contract Hire Scheme, you may well feel you're really taking 
advantage; If you know what we mean. 

After all, if you. do that, (11 Neither you nor the company will ever 
have to worry about selling the car, because we own it, so that’s our 
affair. 121 The cost .of maintenance is included in the rental, so that’s 
down to us too. 131 Your company doesn’t have to 
jf’LEtz Tl : mention the car on their balance sheet, so it improves 



both their financial gearing and return on total assets. (4) Your company 
might even be able to offset rental payments against tax. 

And 151 The fixed monthly rate (£292* a month, provided you act 
before March 3?sf7 is so much lower than if would be for any comparable 
car, it looks like a typing error. 

But the only mistake you could make with the Fiat Croma, is to 
drive something else. 

Call free on 0800 521581 or see your Fiat dealer today about 
the advanced executive car that costs no more than a rep’s, m 


*REN1AL ISSUSIGCriOVWr AND is BASED ON ACSQMACHTOttS YEARS CONTRACT H®E AT 44000 MOES.-TO QUAUfY 3 MONTHS PAYMENTS IN ADVANCE TOUOWH? BY 35 MONTHLY PAYMENTS AM KQUKHXOFftt CLOSES MARCH 3ISL RENWL CORRECT AT TIME Of GOING TO 


PRESS. 
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Driving and surviving 


UP TO one-half of the OK's 3m 
company car drivers are esti- 
mated to be involved in a road 
accident of some kind, every 


Increasingly, industrial and 
commercial concerns are com- 
ing to recognise the unaccepta- 
bility of such an appalling 
record, and not only in terms 
of the human tragedies implicit 
in such figures. 

At the very least, even slight 
accidents add up to millions of 
man-hours lost annually, and 
rigfaig direct cost burdens in 
the form of higher vehicle 
insurance premiums. 

As awareness of the problem 
has increased, so has the num- 
ber of companies professing to 
offer a solution in the form of 
advanced driving tuition for 
employees and directors. 

The bigger companies, such 
as BSM Health & Safety, are 
now “processing” up to 5,000 
company drivers a year. 

Their Haims to be reducing 
the accident rates experienced 
by companies appear to be 
borne out in the comments of 
client organisations. 

For example, according to 
Ur Jeremy Burns, insurance 
co-ordinator at the UK subsid- 
iary of Wang, the computer 
and electronics giant, Wang 
(UKXs accident rate has been 
cut to the point where it has 
been able to negotiate a reduc- 
tion in motor premiums of £140 
a vehicle. 

The approach of the “driving 
schools * can vary considera- 
bly, ranging from a few hours 
of re-addressing basics on the 
highway to alLday road and 
racing circuit-oriented instruc- 
tion in the Safe handling of 
high performance cars. 

The latter is typified by a 


"Drive and Survive” course 
conceived by Ford for users of 
the 140 mph-plus Sierra RS 
Cosworth saloons, and which 
is centred on Ford's own motor 
sport testing circuit at Bore- 
ham. 

A “Drive and Survive* 
course starts at 9 am with a 
briefing, is followed by two 
hours on Essex roads accompa- 
nied by an instructor, a 
len g th y skid training session 
- in which the benefits of 
anti-skid brakes are demon- 
strated - and finally car con- 
trol instruction lasting one 
hour on the Boreham test 
track. 

Such instruction is expen- 
sive - £295, including insur- 
ance. However, fees can be 
around this level for more 
mainstream courses such as 
those operated by BSM Health 
& Safety, and which are con- 
cerned very much with chang- 
ing driver attitudes and behav- 
iour. 

The BSM course initially 
involves a discussion “work- 
shop” on accidents for senior 
managers, followed by a half- 
day classroom session on atti- 
tudes towards driving and 
modifying driver behaviour. 
The final phase is on-road driv- 
ing with each driver having a 
personal instructor. 

Driver behaviour, and the 
attitudes which influence it, is 
unquestionably the major 
cause of accidents, accord in g 
to Mr John Stevens, who runs 
the Headley Down, Hamp- 
shire-based Advanced Driving 

A former raring driver who 

hag rnaftlwH Rritidi grand pdX 

driver Nigel Mansell as well as 
a steady stream of company 
executives, Mr Stevens is 


s cath in g about selfish, arro- 
gant and aggressive driver 
behaviour which he regards as 
Mng far too prevalent cm UK 
roads. 

All too frequently, he 
observes, dri v ers come on his 
courses with an underlying 
belief that they are good, com- 
petent and tost drivers and 
doubting, deep down, that 
there is much that Mr Stevens 
can show them. 

"Yet many of them actually 
have no idea of what is 
involved in skilled driving:" 

Once installed hi one of Mr 
Stevens' cars circulating the 
former raring circuit of Good- 
wood, where car control and 
niwrhig on the roads is demon- 
strated, they quickly learn, 
however. 

The general reaction appears 
to be one of amazement at a 
vehicle's capabilities — a 
belated awareness that skilled 
road driving is a far more com- 
plex business than they 
thought even after years of 


"It Is harder than it looks," 
says Mr Stevens, “but I try to 
make sure that they do not fin- 
ish feeling depressed. 

One chartered surveyor 
emerging from a coaching ses- 
sion described the experience 
as “very humbling.” 

At the risk of being criticised 
as dated and ultra-conserva- 
tive, Mr Stevens professes a 
considerable amount of pessi- 
mism about the attitudes 
apparently shared by a sub- 
stantial number of British 
drivers. 

There is, be suggests, a wide- 
spread disregard for other road 
users, not least pedestrians, 
“reflecting a general problem 
Of discipline wmuHpwiHwi 


for others in our society no w. 

“All too many driv er s, when 
they get into their vehicles, 
feel that they are cocooned in 
steed, thus safe from retaliation 
and that they can then behave 
as they like. 

“Sadly, there’s a need for a 
lot more education in the hnmp 
Hi>rj and sttfSST legisla- 

tion, to cope with it” 

Nevertheless, the drive to 

Improve a famHar ria among rmm. 

pany car drivers - beii _ 
strongly encouraged by the 
vehicle iw A wfay — 

continues to gain strength, 
with motoring organisations 
Eke the Institute of Advanced 
. Motorists and the Royal Auto- 
mobile Chib now playing an 
active rote. 

The RAC began offering its 
courses in the second half of 
last year, mainly at the urging 
of companies worried by their 
accident rates. It has now got a 
register of more than 1,000 
instructors . 

The Institute of Advanced 
Motorists has set up a subsid- 
iary, IAM Fleet Training, to 
undertake a broad spread of 
d ri v er training activities. 

to same cases, the subsidiary 
has linked with other specialist 
companies in the business 
vehicle flpjd, such as Manches- 
ter-headquartered Avis Lease 
and Fleet Management, to pro- 
duce one-day t rai n in g courses. 
The IAM scheme is based 
heavily on “Eoadcraff, the 
police drivers’ training man- 
ual. 

According to Avis, one of the 
fleets involved to the training 
has cut its accident rate by 
nearly 50 per cent, from R24 to 
L5 accidents per 100^00 mites. 

John Grfff&ts 
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Vehicle Contract Hire - structured for sxabiHiy. 




Ryfaoa Road, Si 


iod SR4 7BA 


TeL- 0)91) 510 0494 Fax; (091) 514 4124 


187 Broad Street WnniftBiMm B15 
Tel: (021) €52 4222 Fax; (021) 643 9034 


4NB 


2B Buckingham A 
T«; (0753) 22991 Faxr 


.34553 




Audi A wit fitted with Duo Hybrid system 

Exhaust 
favours 


POLLUTION 



W P!T J. p ggrmg «m pm* rtf thin 

year, European Community 
ministers are virtually certain 
to approve tough legislation to 
reduce car exhaust pollution. 
Only by equipping all cars 
with catalytic conv erte rs wDl 
manufacturers he able to com- 
ply with the new laws. 

The le gislation, already fina- 
lised for email earn and expec- 
ted to apply to all new cars 
a f te r the end of 1002, will not 
formally state that “cats” must 


be used. 

However, the permitted 
pmiwdnn levels of caibon mon- 
oxide, oxides of ~nff T n g pT * and 
hydroc ar bon s are being set so 
low that, at both current and 
readily foreseeable states of 
engine and combustion tech- 
nology, no other approa ch es - 
such as “lean-bum” wn ghtun — 
will be able to provide an alter- 
native. 

Several frnmarHafa consider- 
ations arise for those con- 
cerned with the opera tio n of 
vehicles for business: . 

■ What are the additional 
acquisition and oparatlng costs • 
nkety to be when sntfrvehides . 
become - mandat ory? - 

■ What are the financial argu- 
ments for and against operat- 
ing environmentally “clean” 
care during the next three 
years or so, wh en they win not 
be numdfltorj? 

■ What operating difficulties 
are likely to be encountered - 
such as the reliability and 
durability of the converter sys- 


initially , asked £800 for the 
•icat* option on its Rover 800 
Sterling model ■ 

Within the past 12 months, 
however, co mp e titi on bet ween 
jnazndSBZtnrtts — now anxious : 
to be seen as deeply concerned 
about the .environment — has 
sharpty driven down the prices 
being charged for “cats*” 

- At the same time, this need 
to be seen as “caning” has 
accelerated the int m rim ^Hnn of 
catalyst cars in the UK by 
some man ufactur ers Which 
had been re lu cta nt to provide 
th*>Tfl in advance of legislative 
cc mpu Mcn tr* «l 
to this, environment alist 
group pressure appears to have 
played no small part Ford, for 
example, was made the target 
of a widely publicised, and for : 
it embarrassing, campaign by 
Gheenpeace. Hus adapted one 


From last month Volvo has. 
been offering optional catalyst 
versions of its cars, also 'at no. 
extra cost, BMWtaeffering.tbe 
c ata l yst option ba its UK cars 
at a standard price of £350, and 
intends to fit all UK models 
wife catalysts ; as standard 
from next year. 

. From this year, Jaguar is 
offering "cats” on all its cars at 
an extra cost of about £806. 

Also from, this year, Vaux- 
hen is progressively moving 
towards cataly st- eq uipped care 
as standard, starting with the 
lB-valve Cavalier and24-valve. 
Sgnntn r matefa . Cturenfly all 
its cere are of being 

fitted with converters - as 
options, wife charges ranging 
up to about £350. 

Ford has also begun makhig 
catalytic converters available - 
as opti ons on cars fitted with 


The legislation, already finalised for smalt 
care and expected to apply to all newcars 
after the end of1982,wiilnot formally state 
- diet "cats” must be wed /; 


tern - if a decision to “go 
green” with the vehicle fleet is 
made!? 

Up to about a year ago, 
scare” stories were wide- 
spread that a tall cata lytic con- 
verier system, complete with 
exhaust gas sensors feeding 
information to an ele ctron ic 
engine management system 
controlling the fuel-air mix- 
ture, would add op to £lj000 to 
the price of a vehicle - a i 
pUng additional cost for : 
basic fleet cars. 

Nor was the concern much 
diminishe d by the initial prices 
being asked by manufacturers, 
once the belated upsurge In 
n " sentiment to thn UK 
started to take effect and it 
seemed like a good idea to offer 
cats” as an optical to the en- 

vironmentalty-cansciDTis. 

Rover Group, for example, 


of the company's own dogma,. 
“Fmd gives you more,” along- 
side a picture iff a belching 
exhaust and the message that 
much cleaner “cat”-BQUlPDed 
Fords were available in other 
countries but not for British 
motorists. 

It i s now dear that the extra 
purchase cast iff catalyst cars 
will work out as much less 
than previously feared. Here 
are some examples of the 
approaches being taken by 
some leading manufacturers: 

to tits e xe c uti ve sector, Audi 
recently restructured its entire 
model range in the UK, and 
from late last year h as bee n 
offering only catalyst-equipped 
cars, and at a proclaimed “no 
extra cost” 

(Nor, it seems, was the 
model restructuring merely a 
way of disguising charges for 
the “cats”, to some cases prices 
were actually reduced as part 
of a campaign by Audi to repo- 
sition its care in the market 
nfarp because of a then- wide- 
spread public perception, 
acknowledges Mr Bkhard Ua 
the company’s managing direc- 
tor, that Audis were too expen- 
sive). 


fuel injection, at broadty simi- 
lar prices to VanxhalL 

And Rover Group, which too 
cut to around £450 the price of 
a catalyst on its 800 Stating 
executive . cars, now offers 
“cate" of varying sophist- lca- 
tion on most care from the 
Mini Upwards, mostly for about 
£250. 

Given the cu r rent lflpagal- 
hrn fuel price differential In 
favour of unleaded petrol — = on. 
which catalytic co n vertex care 
must run - compared' with 
four-star l ead e d fuel, manufac- 
turers would thus appear to 
taro reasonable grounds for 
wmfataining that there ftw he 
no net additional cost tor a 
company to' run catalytic con- 
verter-equipped care because of 
the saving to feel 'costs over 
the two to four years that a car 
is Hkely to be on the fleet. 

This argument is di lated to 
same extent, however, by two 
drawbacks associated with 
“cats” - namely a marginal 
decrease in on-road perfor- 
ma nce, an d increase in fuel 
consumption. 

While the former is unlikely, 
to be noticed by even the most 
performance-minded (Rivers, 


the latter typtelly hmJyes a 
consumptionv increase - of 
.- bet wesn2andjS-ngr cent - 
With the - availability of 

- unleaded- , foal how so wide- 
oread as tq bsno longer a 
constraining fector; and the 

; ; UK Government's apparent 
• fotentWm tn nurtwfcflfai a* least 
the cutrantdiffaren rial In 
imlMMteH petrol’s favour, the 
net result -appears to be that 
-companies could adopt “dat- 
oafly” fleet car policies at little 
; or even no extra cost in terms 
,of the “whale life-cycle” of 
thrir fleets. y ••• 

- Companies thus . have the 
opportunity .to set a voluntary, 

: pro-environment example m 
the needy three years still to 
gp before legislation in affect 
makes “cats” mandatary. 

-But how many, companies 
wDl actually do. so Is another 
matter: "• ’ 

Nevertheless^ the - business 
sector is . already making the 
running in terms of foe use-cf 

jmlwifM tool - 

/.fTUiileaded'T ,': currently 
accounts for about 35 per cent 
iff .all petrol sales. How ever, 
according to agtody by PHH 
ADStar, the fleet management 
and fuel card operator, 
unleaded fod now accounts for 
same 52 per cent of all petrol 
purchased by business drivers. 

~ According to. Mr Bob What 
ley, marketing director, “in the 
past it mentor company car 
drivers have made a remark- 
able changeover to unleaded 
foeL 

This time last year our fig- 
ures showed that less than one 
gallon to 100 used by business 
drivers was unleaded.” 

One of the surviving ‘taaue” 
stories about catalytic con- 
verter systems is that they 
may. not be durable, and that 
replacing them would be far 
more expensive than a conven- 
tional exhaust system. 

The latter is certainly true, 
but as US vehicle makers, 
which have been producing 
“eai"-equipped cars since the 
early 1970s, point out - their 
experience has been that the 
system lasts virtually the life 
of the car — and certainly ft«t 
early part of it which is hkely 
to be. in corporate iwnHit 

John Griffiths 



I "»n 

I I st3i don't bebeve anyone's oa die lewd in the car fleet 0 

" - business. Can yoc provide me with some proof? ■ 

^ U»,«L .... ^ 


Who's on the 

level in the car fleet business? 

At Fleet Management Services we're so sure of the accuracy of the way we 
work that our clients have an open invitation to drop in on us, without so much 
as a moment's notice, to check over our records for themselves. 

Wouldn't you be better off talking to someone who's as straight as that? 


COMPANY; 


I 


ADDRESS: 


TELEPHONE; 


SIZE CARS. 


COMMEECAL 

VEHICLES: 



Fleet Management 
Services 


IlMtlCl 


tfSntbtlil,! 


ltattg»anm,Mda> re«r ln»T . K— fc> 8 «o fc« »1 iiwlSnai 



Make life easier.... 

Use a Kerridge system 

Keeping trade of running costs tor 

any type of vehicte or equipment 

fledfetodayadffflcufttask. Install a 
Kerridge Vehicle Management 
system and we provide you with 
management information at the 
tawch of a button, using software 
developed utih more than ten years 
of experience in the motor trade and 


VMSsoftwarecoiwe 
to leasing and fleet 
agreements which 
maintenance recoi 
vehicle. The power 
information provid 



v®hide replacement costs. 

Now b the fans to reduce yow 
wuyng cost* - contact Chris 
EMntoday on (0635) 523456. 


Head Office Ke r r; 
Nod hero ft Lane ! 



^ 'party Li tt’. 

-‘PGl3-.r 
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Stuart Marshall weighs the pros and cons in the debate over the future of the diesel 

A greener future may spell trouble 


THE OUTLOOK for diesels is 
an area of some dispute. Some 
observers say diesels will grad- 
ually disappear from British 
car fleets, others argue' they 
will becom e the fleet cars of 
the future. 

Mr Geoff Cobtoy, manage 
director of Fleet Management 
Services, said recently that tha 
“greening * of Mr s Tfoatcber’a 
Government -could h e rfti d the 
diesel car’s demise. 


He foresaw co mpan ie s with 
large numbers of diesel cars 
suffering financially. Many 
fleets had encouraged their 
drivers to move to unleaded 
petrol. This would have an 
Impact on both diesel cars 
sales ^ residuals, he said. 

in stmuort of his cfahn Mr 
Cobley said diesel car sales in 
Britain had risen by only 05 
per cent between 1988 and Z988 
m spite of some heavy invest* 


meat by motor manufacturers. 

Diesel seemed to be on the 
way out on the European 
mainland. In West Germany, 
bad plummeted from a 
peal of 27 A per cent of the 
market in 1986, to 1&6 per cent 
fax 1988, as a direct result of the 
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A truck-mounted forfcfltt afloata ft» driver to load and unload Mt do fl voty 

FLEET DISTRIBUTION 

Growing use 
of specialists 


ROAD TRAFFIC congestion, 
increasing emphasis on Quality 
service ~ and, the . European 
Community single mn * rt are 
three a£ the important factors 
influencing distribution fleet 
derdogmiESit 'vi '.ii". ■, 

These factors, as well as the 
growing pressure mr manufac- 
turers, snppbera and retailers 
to achieve maximum efficiency 
for their distribution; activities 
in coder to remain competitive, 
have encouraged more compa- 
nies to contract put to third 
nartv specialists. 

Much of the Impetus for that 
trend originated intbe retail 
sector. Mr Francis Pet*, man- 
aging director of contract dis- 
tribution company ExeL Logis- 
tics Consumer, pdd that as the 
retail business consolidated 
into larger groups over the last 
decade, so the industry had 


The last few yean* 
have seen growing 
use of centralised 
warehousing..: 


became more 'professional mid 
commercial in its approach to 
the marfcefcidace. 

One result of that approach 
was that the retail trade 
increasingly wanted to concen- 
trate all its best resources on 
the bits of the business it knew 
best, ft began to realise that 
the bit it Icnew least about was 
distribution, receiving, the 
storing and the final delivery 
of goods, said Mr Peck.- ' • ’ 

The industry - was not going 
to take a quantum leap and do 
everything at once. The first 
.area to be looked at in that 
respect was generally the 
vehicles. The trucks going out 
of house became the first move 
in what became the much 
more general trend to contract 
out non-care activities. 

That move to contract out 
distribution fleet operations 
has developed to indude many 
manufacturers which, like the 
retailers, have increasingly 
opted to concentrate on their 
core production activities. 

The last few years have seen 
the growing use of centralised 
warehousing. Ten years ago, 
iH«H v paniBB tended to have frag- 
mented stockholdin gs in 
smaller warehouses all round 
the country which received 
deliveries direct from suppli- 
ers. 

Since than, - most have moved 
to centralise their stockhold- 
ings, in regional centres or one 
national distribution point. 
Coupled with' this move has 
been the advent of systems 
offering electronic point of sale 
information capture and other 
technology developments. 

EPOS, in particular, has 
enabled retailers to see at a 
glance what their customers 
are bnying and how quickly 
they need to replenish particu- 
lar stocks. EPOS and the 
increasing buying power off the 
large retail multiples, helped to 
accelerate a marked change 
over the fast decade from sup- 


pUer-fod di st ribution Aafag to 
demand led systems and the 
change from the push to the 
pull which has in -tom payed 
the way for JIT (Just In Time) 
distribution. •• ■?? : • -,*V 
, The distribution sector has 
hi VecCht y&ars Seen' large'' 
changes in the way deliveries 
are hutde.- 

. The. whole operation is more 
sophisticated and txme .senai- 
ttvu. In the retail, sector, fear 
example, the move by stores to 
keep in-house stockholdings to 
a minimum arid rely on effi- 
cient distribution to ensure 
goods arrive as and when 
needed has led to the develop- 
ment of tightly scheduled 

deliveries. 

In some cases, supply 
vehicles are given time win- 
dows of as little as half an 
hour in- which they have to 
make deliveries to a particular 
store. Similarly, manufacturers 
moving nearer to Just In Thne 
production methods are 
increasingly demanding fixed' 
time deliveries of their incom- 


Achtoving tluit level of distri- 
bution- fleet efficiency, though, 
is becoming increasingly diffi- 
cult In many areas; particu- 
larly within large cities, 
because of growing road traffic 


One result could be more 
moves towards deliveries at 
night, as predicted by the 
Freight Transport Association 
In a recently publis h ed report 
B»Bwi Out of Hours Deliveries 
toe Way to Avoid Congestion. 

The report, based an a sur- 
vey earned out among -the 
association’s members, the 
trend for more deliverie s to be 
ltwuto outside . standard work- 
ing hours (7 am to 5 pin) would 
continue unless the problems 
of traffic congestion and defay 
were resolved soon. - 
. .The survey said companies 
gave four main reasons for 
delivering out of hours: severe 
traffic crauKstian: restrictions 
on delivery times; the need to 
meet customer requirements 
and the need to marinrise effi- 
ciency and cost effectiveness. 

The Moffett Mounty fnrisltft, 
produced by Moffett Engineer- 
ing of County Mofaghmi, 
Republic of Ireland, may help 
night-time deliveries. It can be 
secured to the back of a deliv- 
ery trade or trailer without 
causing any loss of load space. 
It can be carried to the pahxt of 
delivery, quickly detached by 
toe vehfcfa driver and used to 
offload lip to two tonnes of 
goods at a time. - 

Tn that any, drimB WiiWW > 

companies can overcome the . 
availability and high: cost of 
labour and emxhnxient to han- 
dle unloading - one of the big- 
gest problems associated with 
the development of nighttime 
delivery operations- 

The ability to better s a ti s fy 
those sort erf customer require- 
ments fils in with a growing 
general demand for better 
quality distributom and deliv- 
ery service.. ... 

In that context, companies 
using third party distribution 


fleets are putting increasing 
pressure on their contractors 
to attain recognised quality 
standards such as BS 5750 0SO 
9062). 

That.poiut ls emphasised by 
pan European unit load opera- 
tor IFF ( g te rnari ohar Ferry 
Freight), part of the United 
Transport Group, which was 
recently awarded those stan- 
dards after ri gh tupn m ontoi of 
prepa ra tory work. 

The importance of that 
achievement is nnrterUned by 
the fact that big customers are 
expected to demand that 
freight operators meet this 
international quality standard 
by the end of 1990. Fafinre to 
do so will undoubtedly result 
in not being considered as a 
carrier by many Important 
industries, said a spokesman 
far IFF. 


Manufacturers are 
demanding fixed time 
deliveries of their 
Incoming supplies 


Many big industries now 
man much of Europe. This is 
Bkdy to result in more and 
more distribution fleet 
operations becoming pan Buro- 
pean. This year, for example, 
transport group TNT has 
announced plans for a large 
push fritn the field of g en eral 
European logistics manage- 
ment with appointment of 
Hr Brian Bolam to toe newly- 
created post of general man- 
ager TNT contract distribution 
Europe. 

"We are looking at multi 
location distribution in various 
countries and in many cases a 
for a primary dis- 
tribution system to connect 
them," -he said. Many of the 
contracts under djacasslcai, he 
added, would involve TNT 
working for a customer in 
more than cue country. ' 

Other distribution orgudsa- 
tiona are likely to follow a aim- i 
Car path and seek synergies , 

from nnwHwhig European and | 

UK domestic vehicle fleet I 
operations. 

Mt . Douglas Dunbar, group 

warmplng Hirortw for dfstribu- 
tion/freight company Rock- 
wood Holdings, believes, for 
mn mq i i a , that there is much to 
be gained from developing a 
closer working relationship 
bet w e en the group’s UK domes- 
tic division, Rockwood Distri- 
bution. and forwarding opera- 
tion Rockwood Internat ional 
Freight 

"We see that particularly in 
terms • of surface TER move- 
ments to continental Europe. 
Sjy Bpwik 14 mutton a yea r on 
third party trackers in the UK 
and on the Continent. We have 
a. vehicle- fleet in Rockwood 
Distribution which could be 
better utilised by- some 

of that traffic, particularly in 
the tight of 1992 when Europe 
fe due to become a single distri- 
bution market,” he said. 


- Mr Cobley said that although 
diesel car sales in France, Aus- 
tria and: Belgium had 
Increased, E u ropean sales were 


continuing to fan. Diesel car 
residual values in Britain 
remained reasona b l y strong 
but were heading downward. 

He questioned whether the 
popularity of the diesel car in 
Britain could evade the Euro- 
pean trend.' Once used car buy- 
ers became hooked on 
unleaded tael, he said, dies el 
residuals would fall, forcing 
fleets to move to cars with 
lower depreciation rates. Diesel 
car manufacturers might fight 
the “green" trend by cutting 
vehicle prices but any gains 
m ad* on purchase would be 
wiped out when the cars were 
'sold because of falling residu- 
als. 

"Fleet operators would be 
well advised to take notice of 
the signs war n ing of the death 
: of the dfaseL" be said. . 

Since Mr Cobley 1 s doom- 
laden forecast, the Society of 
I Motor Manufacturers and 
Traders has issued statistics 
i showing that diesel car regis- 
trations In Britain fast year 
moved strongly upwards. 

From 101438 registrations in 
1968 (4£ per cent of the mar- 
ket), they reached 123,345 In 
1969, or !L36 per cent of the 
record total car market of 
2400,944, a rise of 22 per . cent. 

In western Europe last year, 
after two years of an overall 
riftoitnifl in registrations, diesel 
car sales rose by 19 per cent to 
iJWm, or 144 per cent of total 
sales, according to estimates 
by Automotive Industry Data 
CAD)) of toe UK. 

Last year, France led Europe 
and bought 675,000 diesel cars 
(29.7 per cent of all registra- 
tions) and their sales there 
have more than doubled in the 
fast three yearn 

In West Germany, once 
Europe’s largest diesel car 
market, safas fell by 234 per 
cent to a five-year low of 
29445? against 382,497 in 1968 


and a peak of 775^87 in 1966. 

This relative collapse, phis a 
drop in Italy from 404*818 In 
1968 to about 810,000 last year, 
has distorted the overall pic- 
ture of generally increasing 
popularity for diesel cars. 

There were special reasons. 
In Germany, for example, 
debate on toe possibility that 
nucroacopic particles of soot tn 
diesel car exhausts might be 

carcinogenic was long on emo- 
tion, short on facts. Neverthe- 
less, the Government moved 
the legal and fiscal goal p osts 
strongly in favour of cars with 
catalytic exhaust systems and 
running on unleaded petrol. 

In Italy, hefty increases in 
the ttwTwmi tax on care 
reduced their appeal unless 
they covered very large mfle- 


The pendulum is swinging 
the other way. In Germany and 
elsewhere the diesel car is 
being recognised as environ- 
mentally more friendly than 
toe petrol car. Even without a 
catalyser, its engine produces 
low levels of poisonous carbon 

mnwnrMi^ ntiftw of hydrogen 

and unburaed hydrocarbons. 
Diesel fhel is lead free. 

The diesel car puts bet ween 
25 and 33 ner «w»t carbon 
dioxide (CO), the principal 
“greenhouse effect" gas, into 
the atmosphere than a compa- 
rable petrol car with catalyser, 
simply because ft burns less 
fhel. 

Environmental acceptability 
probably does not bulk large in 
the average fleet manager’s 
mind as he ponders car buying 
policy. However, it may have 
to if possible future trends in 

famiHm and h gfalatlnn are tO 
be faced up to. 

There have been rumblings 
of future action, perhaps by 
the end of toe year, to tarfde 
toe greenhouse effect by curb- 
ing wnten iBntMB wwtoHmw 



zjr'S-:*-?#™ 
T'-./r'.'-v-.. 




r - 


Cftroftn BX TZD: beet selling dlmmml fan Hi* UK in 1089 


BIST SKX4JNQ Dll 


THB UK 


Main and modal 

Number 

sold 

Market 
share ( 

CkroAn BX 

1&672 

12.7 

Peugeot 405 

12*19 

ia4 

Ford Escort 

11.722 

as 

Peugeot 205 

11,559 

9.4 

Peugeot 309 

7.442 

B.0 

Ford Orion 

7,378 

6L0 

Vsuxhall Astra 

8^85 

5.1 

Rover Montego 

6,190 

5.0 

FOixl Sierra 

5,791 

4.7 

Ford Fiesta 

4^40 

4JD 


Mr Bryan Gould, Labour’s 
environment spokesman, said 
earlier month that if 
Labour was returned to power, 
it would use taxation, pricing 
and new transport programmes 
to farakte vehicle pollution and 
conserve energy. 

Such green taxes could pen- 
alise users of cars with high 
ftzel consumption while the 
only realistic way to give a 
large car the fuel economy of a 
small one is to power ft with a 
iHhmI flwghui 

Technologfcal advance is 
™»fcfag diesel cars cleaner, liv- 


elier and more agreeable to 
drive. 

Volkswagen’s latest urttweli 
(envir onmental) 1.6 litre diesel 
is claimed to be the “greenest” 

T n in any production car. 

is available in Britain in 
both the Golf and Jetta, it is 
turbocharged not so much to 
increase power output but 
to force more air into the 
cylinders so that the fuel 
bums more cleanly and effi- 
ciently. 

A gtinplp ntiA rtli in irntt that, 

unlike a petrol engine’s cataly- 
ser, will fast the me of the car. 


■ ; •. * * ’vi . . ■ 


removes diesel smell from the 
exhaust. 

Mercedes-Benz recently 
introduced car diesel engines 
that cut particulate (soot) emis- 
sions by 40 per cent as well as 
reducing fuel consumption and 
improving performance. 

Citrodn’s Car of the Year, 
the XM, will shortly be In 
Britain, powered by a turbo- 
charged version of the world's 
first regular production diesel 
with three valves per cylinder. 
.Wmiior High performing 

engines will be available in the 
Peugeot 60S, due here in fate 
Spring. 

The attractions of diesel 
motoring are popularly held to 
wax and wane as the price of 
fuel goes up and down in tune 
with world spot market prices 
for gas ofl. 

In fact, the superior econo m y 
of a diesel car compared with a 
petrol car - it may be up to 30 
per cent in favourable condi- 
tions — means that even if 
fuel is toe same price as petrol, 
the fuel cost per mile is sub- 
stantially less. When diesel is 
cheaper at the pump than pet- 
rol, that, ig a timing 
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PANASONIC INTRODUCE THE 
CARPHONE FOR SMALL SPENDERS 


PhUDp Hastings 


If you’re a businessman with a tight budget Panasonic’s new E-Series 
earphone oould be right up your street 

it has all the features you’d expect from a top-oRhe-iange earphone, 
except the price. It’s been designed to look good and fit neatly into yourcar, i 
as welt as function perfectly. Partkxilar attention has been given to tha quality J 
of the hands-free performance. Thanks to Panasonic’s advanced acoustic J 
engineering, you can hear and be heard clearly without using the handset 

Should your car be rather too big to taka indoors. you can remove JK| 

the phone and use it elsewhere thanks to the optional transportable kit 

And as it’s made by Panasonic, it’s obviously the last word in Ujjm 
refiabilrty. 

So if you're toying with the Weaofacarphone.you know what to do. feg 
HR lathe coupon or dial 100 and ask for Freephone Panasonic 


To: Ptanuonie BusbMWs Syotsim UK (a DtvWon a t Panasonic UK Limited), 
PanasonlcHouia.WacxitfibyRoad.Biarfawfl.BafkaWro RQi24l=P.IHal100 
w and ask tor FREB»HONE nnaaonie or 0344 853812. Fax: 0344 B62061. 
W ' Ptaasa sand ma datato d Panaaonte CafcJtsrPtwnoB. 
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the lion goes from strength to strength. 


FOR MORE MKX9MTKM QN,TW PEUGEOT- RANGE, TOBTONE 0800 678 800. 
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